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Abstract of thesis entitled : “The Role of State Socialism in Early Developmentalist 
East Asia : Nishihara Kamezo’s ‘Strategy for Economic State-Building’ and Beyond” 


Submitted by LEUNG, Ming Tak Ernest for the degree of Master of Philosophy 
in Japanese Studies at The Chinese University of Hong Kong 


The origins of the Developmentalist economic model in East Asia have often 
been equated with Confucian or "Asian values", or the spread of Marxian, Fascist and 
Keynesian ideas from the 1920s onwards. Yet its history goes back much further. This 
thesis seeks to point out the existence in East Asia of a “State Socialist Phase” of 
developmentalist thinking, formed progressively from the early 1890s onwards. Its 
maturity was reached with the 1918 manifesto, Strategy for Economic State-Building, 
commissioned by Prime Minister Terauchi Masatake and written by his advisor 
Nishihara Kamezo. Nishihara championed an economic Pan-Asianism, the goal of which 
being a successful rebellion of the East Asian economic periphery against Caucasian 
“core nations”. Nishihara has a record of opposing the annexation of Korea and was 
against military expansion at the cost of improving popular living conditions. Although 
its recommendations were never carried out, this thesis argues that Nishihara’s 
manifesto was the trailblazer in terms of “GNP Growthism” and “Rationalization”, and 
sheds light on the origins of a technocratic mindset that explains a multitude of 
economic and political changes that would befall East Asia. 


The “Nishihara Moment” marked a rare and genuine coincidence of interest 
across the Japan Sea. Nishihara argued that the economic growth of China was not to be 
feared but should be fostered as complementary to Japan’s prosperity. He proposed a 
massive investment package for China similar to the “Marshall Plan”, and an “East Asian 
Economic League” witha Bretton Woods-like currency arrangement. In Japan, total land 
reform was to be followed by collectivization, and the merchant class would be replaced 
by an Imperial Commodities Corporation. This thesis traces the European origins of 
Nishihara’s thinking, to Friedrich List, Otto von Bismarck and other thinkers influential 
upon Japanese bureaucrats. Walther Rathenau’s WWI German mobilizational model 
simultaneously inspired Nishihara’s vision of domestic industrial rationalisation and 
Lenin’s War Communism. The latter gave rise to the Stalinist model of industrialisation 
which was imported into East Asia in the 1930s. 


Nishihara was distinctive for actively incorporating the policy aims of Chinese 
industrial bureaucrats, whose State Socialism has until now been underdocumented 
and their developmentalist efforts underestimated. This thesis argues that State 
Socialism forms one important “continuity structure” in Chinese modern history, 
representing an accumulation of policy visions since the late-Manchu period up to the 
Socialist transformations of the 1950s. State Socialism, being especially congruent to 
the needs of a “top down revolution”, naturally suited the mentality of the technocratic 
corpus. In China, this group maintained a high consistence throughout the period from 
the 1900s to the 1960s. Many aspects of Socialist Chinese and Korean policy were 
already featured in Nishihara’s State Socialism. Nishihara’s plans for the expansion of 
cotton, wool and steel production had been made in consultation with Chinese leaders, 
and were eagerly promoted by subsequent generations of technocrats. The role of the 
technocratic corpus in directing the course of Chinese modern history has usually been 
subsumed by more salient revolutionary forces, and therefore deserves a fundamental 
re-evaluation. 
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Note on Transliterations and Chinese Characters 


To help readers with further research using source documents, and to avoid 
anachronisms or inconsistencies (such as the usual, unfortunate practice in history 
works on China where ‘Sun Yat-sen’ and ‘Chiang Kai-shek’ are used in tandem with 
‘Guomindang’ rather than ‘Kuomintang’), this thesis uses spellings for people and 
place names as they appeared on documents from the time. For Chinese terms this 
would be spellings in either the Wade-Giles or Postal Map systems. A conversion 
table between contemporary and Hanyu Pinyin spellings is appended to this thesis. 
Similarly, for the original terms in Chinese and Japanese, save for the bibliography, 
rather than using three systems - kanji in kyujitai and shinjitai forms and simplified 
Chinese - I have decided to use only kyujitai, ie. traditional Chinese characters. This 
helps with consistency and is appropriate, since the era being covered predates the 
promulgation of Japanese shinjitai in 1946 and simplied characters in China in 1956. 
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1. Introduction and Historiographical Review 


1.1 Developmentalism in East Asia and State Socialist Ideology 


After the Second World War, most countries in East Asia became what might be 
called “developmental states”. This usually entailed the rationalisation and 
mobilisation of socio-economic structures and resources, and massive investment 
in infrastructural projects, undertaken by a state that prioritises economic growth. 
Developmental states came in different varieties across a wide spectrum; whilst 
China, North Korea and Vietnam championed Socialist “People’s Democracy”, 
Taiwan and South Korea until the 1990s were referred to as “Developmental 
Dictatorships”.! On the other hand, Japan, as the model Developmental State in the 
eyes of Chalmers Johnson,? possessed until the early 1990s a technocracy that 
eagerly employed authoritarian interventionist methods, with varying degrees of 
success in actually influencing how business was run. Developmentalism obviously 
did not always succeed; it should thus be judged as an intellectual phenomenon in 
policy making. Actual economic performance, which is subject to a multitude of 


factors, is extraneous to the philosophical content of Developmentalism. 


The long continuities underlying Japanese developmentalist policy have been 
much better described by historians than those underlying Chinese and Korean 
developmentalism. Even then, at its outer temporal limits, Johnson has only briefly 
noted that “Japan’s political economy can be located precisely in the line of descent 
from the German Historical School - sometimes labelled ‘economic nationalism,’ [...] 
or Neomercantilism”. Johnson also judged that since such economic thinking isn’t 
mainstream in the English-speaking world, Japan has been “studied as a ‘variant’”,? 
when it really should have been seen as representative ofan alternative mainstream. 
Such could be what K6zo Yamamura has termed “Nonliberal Capitalism” ;* yet the 
“Nonliberal” is only a negation of the “Liberal”, and even Yamamura has not come 


up with a very succinct definition of what “Nonliberal Capitalism” actually affirms. 


1 Lee, Byeong-cheon, ed. Developmental Dictatorship and the Park Chung-hee Era — The Shaping 
of Modernity in the Republic of Korea Eungsoo Kim and Jaehyun Cho, trans. Paramus, NJ: Homa 
& Sekey Books. 

2 Chalmers Johnson, MITI and the Japanese Miracle - The Growth of Industrial Policy, 1925-1975. 
Stanford : Stanford University Press, 1982. 

3 Ibid., 17. 

4 Streeck, Wolfgang & K6zo Yamamura, eds. The Origins of Nonliberal Capitalism - Germany and 
Japan in Comparison. Ithaca: Cornell University Press, 2001. 
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This is not to say that “Nonliberal Capitalism” is a pejorative term, for if it stands for 
state-led Developmentalism, then East Asia’s modern growth owes much to it. Three 
notions are central to Developmentalism - economic rationalization, large-scale 
infrastructural construction, and what Scott O’Bryan calls “GNP Growthism’”. All 
deserve re-examination. East Asian Developmentalism, notably the Authoritarian 
variant, is popularly assumed to be attributable to Confucian traditions;> to the 
introduction of Marxist, Fascist and Keynesian ideas after 1919; or to the 
solidification of the Cold War divide in the 1950s. Save for Keynesianism however, 
none of these adequately provide for the technocratic ideals® of rationalization, 
infrastructuralism or growthism, all of which began in East Asia long before 
Keynes’s ideas became prevalent there. Non-Stalinist Marxism is relevant to growth 
only haphazardly, and Developmentalism in Asia obviously predates Stalinism or 


the Cold War. Something more fundamental is missing from the picture. 


What has been universally overlooked, which this thesis is trying to restore to 
its proper centrality, is the more-than-transitional role of an ideology called “State 
Socialism”. This ideology originated in the late 1870s Germany. Socialism, before 
1917,was an extremely diverse and malleable concept, and was not necessarily anti- 
establishmentarian. Otto von Bismarck, as we shall see, was probably being the first 
major statesman in the world to refer to his own policies as “Socialist”, despite never 
receiving any credit for being so, especially from the Social Democrats whom he 
repressed. “State Socialism”, at first used by Bismarck’s opponents and victims as an 
insult, evolved into a legitimate concept with the apparent success of his social and 
economic policies. State Socialism found its way to late Meiji Japan and late-Manchu 
China, and indeed was a major component of Chinese revolutionary ideology. It 
subsequently became the only discernable economic ideology in the Peiyang regime. 
During the First World War, German State Socialism was transformed by Walther 
Rathenau into asystem of total war planned economics; this inspired Lenin’s “War 
Communism”, from which arose the Stalinist model of total-mobilizational 
industrialisation. The Stalinist model was in turn introduced to East Asia in the 


1930s via Japanese economic planners working onthe home islands, colonial Korea, 


5 Yamamura, “Review of MITI and the Japanese Miracle : The Growth of Industrial Policy, 1925- 
1975 by Chalmers Johnson; Why Has Japan ‘Succeeded’?: Western Technology and Japanese 
Ethos by Michio Morishima.” In The Journal of Japanese Studies, 9 (1) (Winter, 1983), 215. 
Yamamura was referring to the analysis in Morishima’s Why Has Japan ‘Succeeded’? Western 
Technology and the Japanese Ethos. Cambridge : Cambridge University Press, 1982. 

6 O’Bryan, The Growth Idea, 8 
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Manchukuo and the occupied parts of China. Economic bureaucrats in China’s 
Kuomintang likewise emulated Soviet planning. These effects continued well into 
the post-war period - the Japanese planners went home to continue their work; 
bureaucrats in both Koreas continued and expanded colonial-era policy tendencies; 
and Kuomintang’s economic staff defected en-masse to the Communist regime, with 


some of them remaining in leading positions until the 1980s. 


State Socialism lacks the ideological coherence and prowess of Marxism, and in 
practice it collapses into forms of State Capitalism. Rather than being a full-fledged 
ideology, State Socialism should be described as a “basket of policies”, or a “set of 
ideas” from which governments of various inclinations picked out what suited their 
contingent needs. The influence of German State Socialism on the modern make-up 
of most western democracies has been totally underestimated. State Socialism, since 
the Bismarckian times, have been the amalgam of two facets of policy, both designed 
to counter or control the consequences of capitalist industrialisation. Bismarck 
pioneered modern social policy such as workers’ insurance, which to some extent 
alleviated labour problems inevitable under capitalism. This is whilst his insistence 
on the nationalisation of naturally monopolistic branches of industry, most notably 
the railways, ensured that they would not fall into the hands of the powerful few, in 
addition to creating a steady source of revenue for the state outside taxation. On the 
other hand, non-monopolistic industries, such as collieries, were encouraged to 
amalgamate and cartelise, so as to reduce competition to a minimum and encourage 


economies of scale. 


The British welfare state and its once vast nationalised economic sector owed 
heavily to German inspiration. David Lloyd George modelled his National Insurance 
Act of 1911 on Bismarckian practice, whilst his advocacy for State Capitalism, in the 
form of the nationalisation of the railways and collieries, was realised in 1915 asa 
wartime measure. This last policy was rescinded in 1918, but was revived during 
the Second World War and made permanentby the post-war Labour Goverment. On 
the other hand Woodrow Wilson’s economic mobilisational policies were in part 
influenced by Rathenau’s system, and many of the men in charge of it during the 
First World War went on to lead the New Deal.” In non-Marxist states therefore, the 


creation ofthe Welfare State and the implementation of State Capitalism was often 


7 Don Lavoie, National Economic Planning - What is Left. Arlington : George Mason University 
Mercatus Centre, 2016, 226. 
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the result of State Socialist inspiration. Similarly, for Communist states, Marxism in 
practice provided often only a rhetorical shell for policies inspired by State Socialism. 
In practice, such countries embodied also the usual formula of the Welfare State plus 
State Capitalism. In other words, State Socialism was not only midwife to State 
Capitalism, it acted as an imposing nanny whose methods often over-rode that of 


Academic Marxism in fostering young Communist states. 


Putting State Socialism in practice requires decades of mental preparation in 
Statist economic discourse, usually achieved by the propagation of Friedrich List’s 
works; this meant that State Socialism often absorbed Protectionist advocacies.® 
Such, as we shall see, was the case for Germany, Tsarist Russia and Japan. In China 
and Japan from the 1900s to the 1930s, there was a growing consensus that “a 
‘visible hand’ of rationalized control must replace the faulty mechanisms of laissez- 
faire capitalism”,? especially when markets failed to generate industrialization on 
their own. As a result, in both countries, there was “deepening faith in the 
possibilities of rationalized planning [...] from the end of the First World War 
through the 1960s”,!° the goal being “to develop a renovated controlled economy 
that was both scientific and democratic.”!! As we shall see in the conclusion, post- 
war Japan only became a developmental state - not more and not less - due to 
repeated and almost always only half-successful attempts in the 1930s-60s at 
erecting “State Monopoly Capitalism”, inspired by State Socialism. Retracing the 
history of State Socialism helps explain the origins of the “impulses”? at the base of 
developmentalism. Just as discussions of “growthism [...] is not to claim that it alone 
caused economic growth”, the retelling of the history of State Socialist ideology 
serves to explain how rationalization, large-scale infrastructural construction and 
growth “as a concept came to govern national and global agendas” 13 Yeta huge gulf 
remains between late 19*-century influx of State Socialist ideology and attempts at 


its implementation upon the importation of Stalinism in the 1930s. 


This brings us to the centre of this inquiry into the origins of the intellectual 


phenomenon of State Socialist Developmentalism - a long-forgotten document from 


8 During the 1900s Sun Yat-sen simultaneously endorsed State Socialism and Free Trade; Lujo 
Brentano, a member of the German Social Policy School, also supported free trade, but they are 
exceptions rather than the rule. 

2 O’Bryan, The Growth Idea, 38. 

10 Ibid., 15. 

11 Tbid., 21. 

12 Ibid., 15 

13 Ibid., 9 
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1918 which, due to it having never been put into practice, would have been easily 


brushed aside as a historical dead-end. This is the Strategy for Economic State- 


Building, [KALAR] written by Nishihara Kamezo, [7§/—&=] advisor and special 


envoy to China under the Japanese Prime Minister, Terauchi Masatake, [5E] 
The manifesto contained a State Socialist, Developmental Authoritarian vision for 
the whole of East Asia, and represents much more than an intellectual curiosity. 
There is evidence to show that the document was commissioned by the Prime 
Minister himself, and that an inter-departmental team of 11 young bureaucrats and 
social reformists had helped its drafting, which took place in stages between 
December 1917 and October 1918; Chinese officials and their policy documents 
were also consulted during the manifesto’s drafting. Nishihara’s vision was to turn 
Japan, China and East Asia into a single “State Capitalist Trust’.14 Simultaneous to 
Lenin’s adaptation of German State Socialist mobilizational methods for the young 
Soviet Union, Nishihara played an obscure role in introducing planned economics 
into East Asia during the very last days of the First World War, and the diplomatic 
programme he spearheaded - known as the Nishihara Loans - would have resulted 
in an “East Asian Economic League” that would have meant a very different course 
ofhistory for Japan,its possessions, and China, as well as other nations with a vested 
interest in the region. This thesis argues that Nishihara’s proposal should be 
recognised as a milestone in the emergence in Asia of a State Socialist Phase of 
Developmentalism - a process which began in the 1890s but which blossomed 
during and after WWII. This thesis is an attempt to explain how this mode of 
economic development came about. As such, it would be impossible to understand 
Nishihara’s proposals except by situating it in the growing State Socialist tide in both 


China and Japan during this period. 


1.2 Why Study Nishihara’s forgotten reform manifesto? 


Historians on the Japanese economy have usually been dismissive of the relevance 
to the post-war economy of policies and proposals before the 1920s, particularly 


before the 1927 Showa economic crisis.15 For them, it was from this point on that 


14 In Nikolai Bukharin’s definition which will be explained later in this thesis. 

15 The usual view, as articulated by Scott O’Bryan, is that - “A closer look at the history up to the 
1930s does not validate common ideas about the extent of central direction of the economy. [...] 
State industrial policy during Meiji was not a reflection of deep commitment to intervention per 
se. [...] the central government was not involvedin extensive planningor control functions as they 
came to be practiced by the civilian and military bureaucracies beginning in the late 1920s. [..]] 
[The] Crisis ofcapitalism during the 1920s and 1930s [...] had placed the theoretical and practical 


LEUNG Early Developmentalist East Asia 11 


rationalisation and growthism became integral to Japanese policy-making. Such 
timing inevitably means that the innovations in economic policy-making collapses 
into the expansionist aims of the 1930s and 40s. Chalmers Johnson’s MITI and the 


Japanese Miracle is no exception to the rule, with Kozo Yamamura noting that - 


“Johnson is a good historian except for his argument, in part based on the 
creation of the [...] Ministry of Commerce and Industry (MCI) in 1925, that 
Japan somehow suddenly began only at that time to take the initial steps 
toward being a “developmental state”. It would have been more accurate, | 
think, to argue that many ofthe policies adopted during the late 1920s had 
long roots in Meiji Japan. [...] the ideas and institutional innovations of the 
interwar years were not merely ‘heritage’ but a training ground for the 
industrial policymakers of the 1950s and ‘60s.” 

Yamamura’s remarks suggests, on one hand, the importance of rediscovering the 

significance of the First World War and the proposals by Nishihara Kamezo, which 

the war gave rise to; and on the other hand, it suggests the possibility that 


Nishihara’s proposals, continuing the State Socialist tendencies in Japanese policy 


under Prime Minister Katsura Taro [fA6)] during Meiji’s last decade, could be seen 


as the starting point of a trend that ultimately culminated in Post-war industrial 
policy-making. This is because Nishihara, as we shall see, was linked to late-Meiji 
statist bureaucrats and social reformers, who imported notions of Statist and State 
Socialist economic theories and saw to their progressive implementation during the 
mid-1900s under Katsura Taro. He also forsaw the economic planning carried out 
by the Reform Bureaucrats of the 1930s. He absorbed the earlier version of 
Developmentalism and Social Reformism that had come from Bismarckian Germany, 
and the "Planism” and rationalism of Walther Rathenau’s total mobilizational 
system. Nishihara’s manifesto thus signalled the advent in Asia of technocratically- 


planned and guided reformist economics. 


State interference in the Japanese economy, heavily frowned -upon during the 


1880s-90s when Matsukata Masayoshi [#77 1E 3s] was Finance Minister and Prime 
Minister, survived as an undercurrent within bureaucratic circles to which 


Nishihara was associated, until with the First World War, interventionism and 


problems of economics front and centre [...] Finally, the Great Depression had threatened to cut 
the stays of the capitalist system the world over.” (Scott O’Bryan, The Growth Idea - Purpose and 
Prosperity in Postwar Japan. Honolulu: University of Hawaii Press, 2009, 25.) 
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Planism emerged into the open. These gradually became the dominant mode in 
policy-making by the late 1930s, and by the 1950s had became unquestionable, 
when planners tried “to articulate a revised vision of planning more appropriate to 
a ‘new’, open Japan”.!¢ In China, economic planning within the context of reformism 
and the Open Door Policy is still the dominant mode. Such changes rode on State 
Socialism, and Nishihara’s proposals were the product of this transition and was 
emblematic of it, even though they did not contribute directly to the actual results. 
Nishihara was also the trailblazer of Sino-Japanese economic cooperation, 
something which did not become mainstream until the late 1970s; his proposals for 
a planned economy based on Sino-Japanese integrationism shows that the link 


between rationalisation and expansionism isn’t inevitable. 


Nishihara's manifesto has been overlooked by scholarship on the development 
ofJapan’s Continental Policy and on the country’s reformist discussions during WWI. 
Yet this does not do any justice to Nishihara’s innovative thinking. He stated in clear 
terms a mutualistic view of development in East Asia - that Chinese industrial 
growth was pre-requisite to Japan’s own prosperity. Nishihara called for a Sino- 


Japanese economic union which encompassed Taiwan and Korea, that would have 


led to an “East-Asian Economic League” [R 42 &%}7# E] #4] involving cooperation in 


seven sectors,!’ achieving self-sufficiency in cotton, wool, iron and energy supply. 
This would have coordinated Japanese investment in a China whose prosperity, he 
argued, was not to be feared, but to be fostered as complementary to Japan’s own 
future development. Nishihara thought it counter-productive to seek political unity, 
within and beyond China, before the realisation of economic unity. It was in Japan’s 
interest, Nishihara argued, to aide Chinese political unification through 
infrastructural investment, and to return Japanese concessions to Chinese control, 
so as to consolidate a Chinese state that could stand up better against the west. He 
proposed financial reform in China to replace the silver taels then in use, with new 
gold-backed Yuan banknotes; the gold-backed Japanese yen would have served as a 
reserve currency, in an arrangement not dissimilar to that of Bretton Woods. His 
ambitious industrial projects included a steel complex in Nanking, railways fromthe 
seaboard to the Pamir Plateau, and widespread experimentation of crops and 


techniques. Japanese funding would have flooded into China much like American 


16 O’Bryan, The Growth Idea, 21. 
17 1. Tax reform, 2. Monetary reform, 3. Railway management, 4. Cotton; 5. Wool, 6. Mining and 
7. Steel self-sufficiency. 
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funds did during the Marshall Plan for post-war Europe. All this rested upon the able 
direction and cooperation of an emerging developmental Chinese state - subject to 


a discussion in this thesis - in which Nishihara showed confidence.18 


Nishihara also advocated industrial rationalisation within Japan, inspired by 
Walther Rathenau's mobilizational model, with the state assuming wide-sweeping 
powers to coordinate production decisions and to interfere in purchasing, 
circulation and retail. Using novel statistical techniques, Nishihara demonstrated 
that commercial laissez-faire and military spending were both to blame for Japan’s 
relatively low GDP. If, as Scott O’Bryan argues, “Growth [...] has a history”,19 then 
Nishihara deserves mention as one of the first Japanese theoreticians to clearly 
articulate the goal of economic growth, and at such a high level in the political 
hierarchy. He argued that industrial rationalisation, together with reforms to local 
governance, agricultural improvements, electrification and technical education, 
would solve at one stroke the questions of productivity, inflation and popular living 
standards. Total land reform to distribute two hectares of farmland to each family 
would be followed by the collectivization of all rural communities. A single ‘Imperial 
Commodities Corporation’ would be founded by the government, and its stock 
would be held by production cooperatives; the state-run corporation would 
purchase directly from the rural production cooperatives, whilst the distribution of 
all products would take place in new town-centre department stores. This would 
remove the need for the existence of thousands of middle-men - in other words, the 


entire commercial class - who were blamed for the inflation and economic chaos. 


Nishihara referred to his ideas as a form of ‘State Socialism’, [E0324 + 33] yet 
wrapped his arguments in Confucian rhetoric and presented them as an attempt to 
fuse the best ofeastern and western civilisations. This was to create a rational socio- 
economic order thatcould overcome the maladies of capitalist, industrial modernity 
- thus becoming the forerunner of an ideological urge to seek an alternative 
modernity, one that became increasingly problematic towards the 1940s with its co- 
optation by reactionary and militaristic tendencies. Yet Nishihara distinguished 
himself from his militaristic peers by accusing Japan’s Continental Policy and its 
military-orientated, industrial capitalist system of neglecting the social duties of 
responsible government; such were, he argued, integral to the spirit of the Meiji 
18 Indeed this is an important point that distinguishes Nishihara from the proponents of the 


Twenty One Demands, who distrusted China’s ability to direct its own development. 
19 O’Bryan, The Growth Idea, 3. 
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Renovation. Although Nishihara expected renewed international competition to 
follow WWI, his views on Continental Policy marks a drastically different calculation 
of Japanese interests to hitherto imperialism founded on the British alliance. A close 
examination of China’s performance during the Nishihara Loans shows the country 
to be the co-pilot in the industrialization plans; incompetent though it might have 
ultimately turned out to be, China was firmly situated in the other driving seat, and 
deserves extended discussion. Nishihara’s case thus challenges the way how Japan 
and China has been defined against each other, especially with regards to their 


economic modernization. 


The Nishihara Loans to China [WF f#3k] are an oft-neglected aspect of 
Japanese policy during WWI, and indeed, of the role of the war in shaping the Asian 
geopolitical order. In many works on the history of Japanese foreign policy, 


including those written by Japanese scholars - notably Royama Masamichi?° [Hi Lec 


#4] or Kita’oka Shin’ichi2! [4 fij{##—] - the Nishihara Loans received not a single 


mention. Nishihara Kamezo’s name is missing from many works on Pan -Asianism.?22 
Such a situation probably resulted from the eclipse of the Nishihara Loans by the 
domineering existence of the Twenty-one Demands, and it is true that many 
historians interpret the Nishihara Loans in light of the latter. Most Chinese scholars 
believe that the Nishihara Loans accomplished what the Twenty-one Demands 
failed to - this is despite the Twenty-one Demands asking for very different things 
to those envisioned by Nishihara: railway and mining concessions in Fukien, 
Manchuria and Inner Mongolia, the appointment of Japanese advisors to Chinese 
ministries, and the establishment of a Sino-Japanese Joint Police Force. They would 
have rendered China a vassal state of Japan. Yet Nishihara’s vision represented 
anything but a simple takeover of China ora further encroachmentuponit. For many 


scholars, there is a stark contrast between the confrontational methods of Foreign 


20 See Masamichi Royama, Foreign Policy in Japan, 1914-1939. Institute of Pacific Relations. 
Japanese Council. 1973 

21 See Kita’oka, Shin’ichi. [iE fii{#i—] Nihon Seiji Shi : Gaiko to Genryoku ( A Political History of 
Japan - Diplomacy and Power) [HABUAS : 9p3e & HEF] Tokyo : Yuhikaku [£H], 2017. 

22 For example Eri Hotta, Christopher Szpilman, Matsu’ura Masataka [Pi iIE#] and Wang Ping, 
[fF] See Eri Hotta, Pan-Asianism and Japan’s War 1931-1945. New York : Palgrave, 2007; 
Szpilman, Christopher W. A. [2 ) Ah 77—+W-+A+ ALYY] Kindai Nihon no Kakushinron to 
Ajia Shugi — Kita Ikki, Ōkawa Shimei, Mitsukawva Kametar6 ra no Shis6 to Kéd6 (Reformism and 
Pan-Asianismin Modern Japan -The Thought and Action of KitaIkki, Okawa Shamei, Mitsukawa 
Kametaro.) [T(tH AO Eae 7 7 ERE — bie e KIAH ` ft) ERES DIBA L 7TH] Tokyo : 
Ashishobo, [= 33/4] 2015; Matsu’ura Masataka, Ajia Shugi wa Nani wo Kataru no ka (What does 
Pan-Asianism tell us?) [7 7 Eš (a) £38 4 OD] Tokyo : Minerva Shobo, |3 */)'7 7 SFR] 2013; 
and Wang, Ping. [EJF] Jindai Riben de Yadya Zhuyi (Pan-Asianism in Modern Japan). PEREX 
Ast] Beijing : Commercial Press, [RHEE] 2004. 
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Minister Kato Taka’aki [þik] during the Twenty-One Demands and Nishihara’s 
reconciliatory approach. Frederick Dickinson called the Nishihara Loans as “a new 
departure in Japanese diplomacy [...] the loans had an object much larger than Kato’s 
aim with the negotiations with Beijing. Kato, as we have seen, attempted to negotiate 
concessions in the manner that had become accepted by the great powers since the 
Sino-Japanese War”, whilst Terauchi, Goto and Nishihara “conceived of Sino- 
Japanese relations in entirely novel terms.” 23 Frank Langdon argued that Terauchi’s 
policy, “misrepresented and misunderstood, [...] was an attempt to solve the 
problem of friendly relations with China by constructive methods”.24 W. G. Beasley 
also notes that “they set out to create a Sino-Japanese bloc, such as would give Japan 
privileged access to Chinese raw materials - especially coal, iron and cotton - 
together with a measure of control over China’s financial structure, but would not 
cause offence to Chinese susceptibilities to the same extent as open political 


interference or the seizure of Manchuria and Inner Mongolia would do.”25 


Unfortunately, much of the existing historiography on the Nishihara Loans 
focuses on it being the antecedent to the notorious ‘Co-prosperity’ ideals of the 
1930s-40s; a closer examination of what ‘Co-Prosperity’ entailed shows huge 
differences to Nishihara’s plans.2© Beasley acknowledged the role of the Nishihara 
Loans in reinventing Japanese imperialist strategy, and that it perhaps had the 
potential to be something altogether different, writing that “they were ahead oftheir 
time” and noting that in at the time of the Loans, “Japan did not yet have the 
resources for what they proposed. Arguably, it never did. Yet a decade later, [...] the 
ideas put forward in 1917 and 1918 lay ready to hand to offer an alternative.”27 This 


rather fatalistic view of the Nishihara Loans was shared by Tak Matsusaka, who 


23 Frederick R. Dickinson, War and National Reinvention —- Japan in the Great War, 1914-1919. 

Cambridge (Massachusetts) and London : Harvard University Asia Centre, 1999, 161. 

24 Frank C. Langdon, “Japan’s Failure to Establish Friendly Relations with Chinain 1917-1918”. 

In Pacific Historical Review 26, no. 3 (Aug, 1957), 245. 

25 W. G. Beasley, Japanese Imperialism, 1894-1945. Oxford : Clarendon Press, 1987, 120. 

Additions in square brackets are mine. 

26 Nishihara was much more egalitarian and respectful with regards to the partner country, China, 
and much more encouraging towards industrial development there -contrast this to, forexample, 
a March 1942 Navy Ministry report that envisaged bringing the whole region under a Japanese 

economic umbrella : “To keep Southeast Asia as a supplier of raw materials, Japan would 
discourage the creation of new manufacturing industries.” (Yellen, The Greater East Asia Co- 
Prosperity Sphere, 81.) 

27 Beasley goes to the extent of reminding his readers that “One has to bear in mind that the time- 
span we are considering was short. Both Shoda [Kazue }#H Est] and Nishihara were still alive - 
aged 76 and 72, respectively - when the Greater East Asia Co-prosperity Sphere collapsed in 
1945.” (Ibid., 120-121.) 
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viewed Nishihara in light of the annexation of Manchuria in 1931.28 Elsewhere in 
the book Matsusaka makes a detailed appraisal of the innovativeness of the 


Nishihara Loans, if only as a novel approach for an old imperialism.29 


Table 1 - The main “Nishihara Loans” to China under the Terauchi Cabinet (1917-1918)? 


1917/1 1st Loan to the Bank of 5,000,000 3 years 75% 1. Lunghai Railway Bonds Industrial Bank of 
Communications yen 2.Chinese Govt Treasury Bonds Japan (IBJ), 
3. Bank of Communications Bank of Taiwan, (BOT) 
Securities issued to the Chinese Bank of Chosen (BOC) 
Govt. 


1917/8 1s Cash Advance onthe | 10,000,000 | 1 year 7% 1. Finance Ministry Bonds secured Yokohama Specie Bank 
2™4 Reform Loan on the Salt Gabelle (YSB) 
2.Land Tax (discussed) 
1917/9 2™4 Loan to the Bank of | 20,000,000 | 2 years 75% Chinese Government Treasury The Exchange Bank of 
Communications (extended to | (later Bonds China (EBC) (funded by 


8%) IBJ, BOT, BOC) 


1918/1 24 Cash Advance on 7% 1. Finance Ministry Bonds secured 
the 2”4 Reform Loan on the Salt Gabelle 
2. Land Tax (discussed) 
8% All Government Telegraph Property | EBC (funded by IBJ, 
and Revenue BOT, BOC) 
1918/6 Kirin-Hoiry6éng 
(Kainei) Railway Loan 


1918/7 3rd Cash Advance on 7% 1. Finance Ministry Bonds secured YSB 
the 2™¢ Reform Loan on the Salt Gabelle 

2.Land Tax (discussed) 

1918/8 Heilungkiang & Kirin 75% Gold Mines and State-owned EBC (funded by IBJ, 
Province Gold Mines Forests in the two provinces and BOT, BOC) 
and Forestry Loan their revenue. 

1918/9 Cash Advance onthe 20,000,000 8% Present and Future Property and IBJ, BOT, BOC 
Loan for 4 Railways in Revenue from the 4 Railways 
Manchuria- Mongolia 

1918/9 Cash Advance onthe 20,000,000 | 40 years 8% Present and Future Property and IBJ, BOT, BOC 
Loan for 2 Railways in Revenue from the 2 Railways 
Shantung Province 

1918/9 [European] War 20,000,000 | 1 year 7% Chinese Government Treasury IBJ, BOT, BOC 
Participation Loan yen Bonds 


28 Matsusaka called the Mukden Incident an event which lie in the “fertile imagination of a long 
line of imperialist statesmen such as Goto Shinpei, |1% k% E] Kodama Gentaro, [ 5i RAED] 
Nishihara Kamezo, Matsuoka Yosuke, [fsfit]}2744] and Tanaka Gi’ichi. |HF3%—]” No attempt is 
made here to distinguish the differences amongst them, and this is unfair to Nishihara. (Yoshihisa 
Tak Matsusaka, The Making of Japanese Manchuria, 1904-1932. Cambridge (Mass) and London : 
Harvard University Asia Centre, 2001. 392.) 

29 Describing Nishihara’s financial support for Chinese plans to nationalize the steel sector and 
the Chinese railway network, Matsusaka writes — “Nishihara’s proposal implied a break with 
traditional concepts of imperialist rights, a readiness to abandon the framework of proprietary 
concessions that had formed the foundation of Japan’s expansionist strategies since the 
beginning of the century. Indeed, Nishihara, an advocate of pan-Asian solidarity and economic 
cooperation, as well as Finance Minister Shoda, who shared similar views, called for reforms in 
China policy precisely along these lines. [...] Placed in the larger context of the emerging strategy 
of “bilateral cooperation” with the Tuan regime, the arrangement offered Japan other advantages. 
It could appease Chinese nationalist sentiment, while actually accelerate economic encroachment. 
[...] Applied at the broadest level, this strategy might well allow Japan to abandon concession 
hunting altogether. The reform of China policy represented not a retreat from the nation’s broader 
imperialist commitments but, rather, a shift from encroachment at the ‘retail’ level, so to speak, 
to the ‘wholesale’.” (Ibid., 211-213.) 

30 A simplified version of the table found on Kubota, Yuji. [ARHAR] Taichi Shakkan no Seiji 
Keizai Shi (The Political Economic History of Loans to China.) D (FRx OBA HL] Nagoya 
Daigaku Shuppankai, [442K WHA] 2016, 198-199. 
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Nishihara is usually portrayed as at best an executor of other people’s visions. 


In Kubota Yuji’s [AEH] recent (2016) work on the evolution of Japanese Loans 
Policy to China, Nishihara has been depicted simply as an “unofficial channel” for 
Terauchi Masatake’s secret diplomacy with China, whilst the Loans Policy was 
actually the brainchild of the Minister of Finance, Shoda Kazue.?! For Mark Metzler 
in Lever of Empire, Nishihara is devoid of original thinking, and served only as agent 
for the visionary Goto Shinpei.?2 One hindrance to understanding Nishihara 
properly is the popular assumption that Nishihara is too under-educated to have put 
forward such a strikingly new diplomatic vision; the intellectual component of the 


plans must have been the work of somebody else with more elevated status and 


education. Sun Zhipeng, [f4i&/f$] whose meticulous research into the Loans is 


probably unrivalled, unfortunately dismisses Nishihara as “originally just an 


ordinary rōnin”.3 [pase AA— PR A] Most of such accounts fail to take into 


consideration that Nishihara’s mentor, Komuchi Tomotsune, pii] was not only 


a pacifist Pan-Asianist who advocated “Imperial Way” [+34] politics as opposed to 


outright imperialist aggression, [#374] but was also a former Finance Ministry official 


who had translated many pieces of foreign trade and economic legislation into 
Japanese, and by the early 1890s had become leader of the National Association of 
Economics. [HZ8] As such it was likely that he passed on to Nishihara, his 
disciple, knowledge of the protectionist and statist-industrialist advocacies of 


Friedrich List, Henry Charles Carey and the State Socialism of Adolph Wagner. 


For many researchers, the innovativeness of Nishihara’s thinking is beside the 
point when only his imperialistic intent, and indeed, malicious nature, needed to be 
demonstrated. Yet Michael Schiltz, who admits that the Nishihara Loans turned out 


to be “a folly and a lost cause”,3+ nevertheless acknowledged Nishihara’s credentials 


31 Kubota, Taichi Shakkan , 252. 

32 “Metzler describes Goto Shinpei as “some sort of apostle for the yen bloc. [...] Got6’s core 
conception, established as the new cabinet’s unannounced policy, was to bring China intoa 
Japanese-led “East Asian Economic League” (Tō-A Keizai Domei) [4244375] #4] and to make large 
loans to China outside the framework of the international consortium. [...] not only was [Goto] 
an original architect of Japanese Manchuria, but he also perceived the world around him as one 
of competing economic blocs. Goto’s idea of a marriage of Japanese capital and Chinese labour 
was behind the Nishihara loans to China.” (Mark Metzler, Lever of Empire - The International 
Gold Standard and the Crisis of Liberalismin Prewar Japan. Berkeley, Los Angeles & London : 
University of California Press, 2006, 110.) 

33 Sun, Zhipeng. [A&E] Waizhai yu Waijiao : Xiyuan Jiekuan Yanjiu (Foreign Debt and Diplomacy : 
A Study on the Nishihara Loans. [SMEHA hX : RIEA] PhD Dissertation, Northeastem 
Normal University, [RILE] 2013, 37. 

34 Michael Schiltz, The Money Doctors from Japan - Finance, Imperialism and the Building of the 
Yen Bloc 1895-1937. Cambridge (Mass.) and London : Harvard University Press, 2012, 154. 


18 Early Developmentalist East Asia LEUNG 


as an original and constructive thinker, and Pan-Asianist idealist at that; he 


summarizes well Nishihara’s basic philosophical position - 


“This is not to say that Nishihara was anti-imperialist. [...] Nishihara was, 
rather, an ideologue, and the quintessential Pan-Asianist: a staunch 
believer in the potential success of Asian unity and in the need for Asian 
peoples to work together as much as possible. A Pan-Asian government 
would have to follow the principle of wang dao, the rule of right, rather 
than the (Western) rule of might. This belief also explains his (and 
Terauchi’s) bitter resentment of the policy of the “Twenty-One Demands” 


forced upon China by the Okuma cabinet.”35 


The reason why Nishihara had been deprived of the authorship of this new 
diplomatic vision may also be explained by the fact that few academic works have 
analysed Nishihara’s domestic reformist advocacies at any significant length. 36 
Ultimately the problem lies with Nishihara’s autobiography, 37 which hardly 


describes any of his ideas for Japan’s internal reform, and gives the manifesto 


35 Ibid., 136; Nishihara Kamezo, Yume no Nanajyu yonen - Nishihara Kamezo Jiden (A Seventy- 
sonedang year Dream - The Autobiography of Nishihara Kamezé) |[2OK+44— — ARHI] 
Kitamura Hironao, [JEN ikA] ed. Tokyo : Heibonsha, [+4 .#t] 1965, 72. 

36 Namimatsu Nobuhisa, [ÝM] has written a paper on Nishihara’s land reform proposals. (See 
Namimatsu Nobuhisa, “Nishihara Kamezo no Keizai Koso to Sangyod Kaihatsu” (“The Economic 
Vision of Nishihara Kamezo and Industrial Development’). [FURR = OEE Be #3254 4] In Kyoto 
Industrial University Japan Cultural Research Institute Journal | FEKK A ASC (LEAST Ara) 
no. 15, 2010 (3), 63-100.) 

In Namimatsu’s book, Agricultural Policy Advocacies in Modern Japan, Nishihara’s State 
Socialism was mentioned, though strangely enough the book chooses to focus on his China policy 
rather than domestic reformism. (See Namimatsu, Kindai Nihon no Négy6 Seisakuron — Chiiki no 
Jiritsu wo Tonaeta Senjin Tachi (Agricultural Policy Advocacies in Modern Japan - The Pioneer 
Advocates of Local Self-Sufficiency.) PERE ADE iia — ERO Bez KAA 6] Kyoto: 
Showado, [H71] 2012.) 

There is also the book The Political Structure of the Taisho Era by Suetake Yoshiya which 
provides a very brief (two page) summary of the manifesto’s main contents, though issues such 
as land, tax and education reforms have been left out. (See Suetake, Yoshiya. | £R t] Taishoki 
no Seiji K6z6 (The Political Structure of the Taisho Period). KEHO GAR] Tokyo : Yoshikawa 
Kobunkan [7 [|543Z6E], 1998.) 

Koketsu Atsushi’s [4444/2] paper on the Mobilisation Bill mentions Nishihara’s “Doctrine 
of Economic State Building” and its contribution to the formulation of mobilizational laws, but 
failed to discuss Nishihara’s State Socialism. (See Koketsu, Atsushi. | %41] “Gunju Kogyo 
Do’inho Seitei Katei ni okeru Gun Zai Kan no Tairitsu to Dakkyo (Jyo)” (“Confrontation and 
Compromise between the Military and Business during the Drafting Process of the War Materiel 
Industries Mobilisation Bill - Upper”.) [EF TPE AEREE BU 2 EMOH t Be (E) ] In 
Seiji Keizai Shigaku (Political and Economic History) [BUa2ER E] 229, 1985 (8), 10-31; “Gunju 
Kogyo Do’inho Seitei Katei ni okeru Gun Zai Kan no Tairitsu to Datsukyo (Ka)” (Lower) | F] In Seg 
Keizai Shigaku 229, 1985 (8), 29-48”.) 

The PhD thesis by Morigawa Masanori |% JI| IE Bll] touches upon the element of 
developmentalism in Nishihara’s thinking with regard to his China Policy, but failed to mention 
Nishihara’s domestic reformism. (See Morigawa, Masanori. Kindai Nihon no Tairiku Mondai to 
Nishihara Kamezō (The Continental Question in Modern Japan and Nishihara Kamez.) [#T{{HA 
OREM ¢ PUR =] PhD dissertation, Osaka University, [AIRASA2bCESMAE| 2002.) 

37 Nishihara, Jiden. 


t 
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Strategy for Economic State-Building only a passing mention, diminishing any 
perception of the manifesto’s importance. Mention of the manifesto is equally 
missing from the compilation of materials on the Nishihara Loans, compiled in the 


late 1970s by the left-wing economist Suzuki Takeo.38 [$R zt] An important 


exception is Tsurumi Masayoshi’s [E Rak 2] excellent 1976 paper?? on Nishihara’s 


financial reform proposals to provide financing to local industrial and agricultural 
concerns, in the context of stagnant liquidity at a time of excess capital during the 
wartime boom. Even then, Tsurumi’s paper attributes these financial ideas to Shoda 
rather than Nishihara and ignores the wider picture of Nishihara’s State Socialist 
industrial vision and its political ramifications. This is whilst Suetake Yoshiya [EFR 
34 tt] identified in the “State Socialism” of Nishihara a greater likeness to Goto 
Shinpei’s proposals for reforms to maximise the potential within the capitalism 


system, rather than the State Socialism of Kita Ikki [1E—‘#] which aimed at the 


overthrowing of capitalism.*° 


There is practically a void of research on Nishihara’s internal reformism and 
the nature of his State Socialism. Yet this context should have been necessary for 
understanding Nishihara’s views on external policy. Nishihara understood at the 
time, as Beasley would later judge, that Japan was not in a position to offer the 
comprehensive assistance that Nishihara’s China Policy implied - and precisely 
because of that, only drastic reform in Japan could deliver Nishihara’s promises to 
China. This is whilst Nishihara’s China Policy, had it succeeded, would have greatly 
aided Japan’s internal development. This is the reason why the domestic reforms 
must be understood within Nishihara’s global perspective. In such a scenario, 
Nishihara’s China Policy was just as much an element of his State Socialist vision, 
and the result of his success in China (and by extension, Korea and Taiwan) would 
have entailed a State Socialist Transformation of East Asia. What underlie the 


Nishihara Loans was more than economic imperialism; they emerged from a long 


38 Suzuki, Takeo [Í$ NRI] ed. Nishihara Shakkan Shiryo Kenkyu (Research Materials on the 
Nishihara Loans). [PRERA HHA] Tokyo : Tokyo University Press, [RRAPWHKE] 1972. 

39 This was the result of antiquated banking regulations which did not allow for the existence of 
a derivatives market, in addition to the dominance in Japan of the British short-term credit retail 
bank model, rather than the German model of long-term credit industrial banking. Shoda Kazue 
attempted to promote the latter model, to the resistance of Inoue Junnosuke [} E> Hh] at the 
Bank of Japan. (See Tsurumi, Masayoshi. [#8 ak ER] “Nihon Kinyt Shihon Kakuritsuki ni Okeru 
Nichigin Shiny6 Taikei no Saihen” (The Recomposition of the Credit Structure of the Bank of 
Japan During the Inaugural Period of Japanese Financial Capital) | HASHARI BITS 
SME FAKAD Em] In Keizai Shirin, [AEA] 44 (1) (Mar 1976), 133-176.) 

40 Suetake, Taishoki no Seiji K6z6, 365-366; 403 note 10. Suetake was referring to Goto’s plans 
for a “Large Investigation Institute”; see section 4.2 in this thesis. 
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engagement with western economic ideas, represented a continuation of existing 
State Socialist tendencies in Japanese policy, and epitomized a sincere effort at 


applying State Socialist ideas to the political economy of Asia. 


In this thesis, I will discuss the external and internal circumstances surrounding 
Nishihara’s manifesto, and will compare Nishihara’s State Socialism with that of 
Germany’s Walther Rathenau, whose work was an important influence on Nishihara. 
Their industrial vision will be compared to that of Henri de Saint-Simon and his 
disciples; this will demonstrate the left-wing reformist origins of State Socialism and 
provide insight as to why and howit gradually drifted to the right. I will be making 
use of Nishihara’s diaries to reconstruct the interconnected web of personages and 
ideas in the making of the manifesto, particularly in the Association for the Study of 
Social Policy. [#: @ Eco $ @ ] Finally, I will discuss the legacy of Nishihara’s 


advocacies, and the place of his ideas in Japanese and Asian modernity. 


1.3 The Chinese Dimension 


This thesis is a transnational history project and is as much about Chinese history 
as Japanese history, as well as dealing with the German origins of State Socialism. 
This thesis will argue that rather than being a passive, if not reluctant recipient of 
Japanese financial aid which it ultimately squandered in military campaigns, China 
could have been an able partner to Nishihara’s plans, and in 1917 the country was 
on its way to becoming a State Socialist developmental state - something on which 
there is a void of research, with the popular assumption being that coherent, 
totalising economic policy and socialist ideology were both absent from Chinese 
government policy before the establishment of the Communist regime in 1949, let 
alone during the chaotic late-Manchu and Peiyang eras in the 1900s-1910s. The 
central tenet is that modern China (or Japan) cannot be properly explained without 
an appreciation of the continuities that run up to and beyond 1949, or 1945 in 
Japan’s case. Undue focus on the interrupted aspects of their history serve either to 
confuse, or worse - as E. H. Carr pointed out - to speak for those “losers in history” 
who are discontented with the present for their idiosyncratic and not always 


justifiable reasons. 41 The present state of Chinese historiography also rather 


41 “The point is that today nobody seriously wishes to reverse the results of the Norman Conquest 
or of American independence, orto express a passionate protest against these events; and nobody 
objects when the historian treats them as a closed chapter. But plenty of people, who have 
suffered directly or vicariously from the results of the Bolshevik victory, or still fear its remoter 
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resembles an archipelago of epochal islands upon which large amounts of research 
are concentrated - for example, late Manchu revolutionary activity in the 1900s, the 
May Fourth Movement of 1919, the Northern Expedition of the 1920s, the Sino - 
Japanese War of the 1930s-40s, and the People’s Revolution up to 1949. Reading 
Chinese modern history thus resembles an island-hopping campaign; vast oceans 


exist in between, where the state of research is either non-existent or deplorable. 


An example of such research is Andrew Nathan's [24%] 1976 work Peking 
Politics 1918-1923 which was painstakingly written and portrayed factional 
struggles within and without parliament in all of its complexity. Such factionalist 
analysis tended not to portray such political activities as forms of dynamism with 
any inherent purpose worthy of intellectual inquest, but rather as opportunistic, 
short-sighted and selfish interpersonal bickering. His insistence on attributing 
almost every development to narrow interest-based factional psychology, even 
‘disintegrative factional behaviour',42 amounts to a dangerous reductionism which 
prevented him from taking into accountbroader cultural and intellectual tendencies 
- including the May Fourth Movement or State Socialism - that were often 
explanatory of the difficult choices taken up by the historical actors that would in 
hindsight seem unreasonable. Nor could it serve as an explanation for structural 
failures of governance; he resorts to explaining such “disintegrative behaviour” by 
stating that Chinese politicians were unused to non-authoritarian modes of 
governance. China’s new, assertive foreign policy, notably the involvement of its 
new generation of diplomats in the formation of the Versailles-Washington system, 
was totally absent from Nathan’s analysis. Equally missing is any suggestion of the 
existence of economic ideology; where economic policy is concerned, it is written off 


as attempts by bureaucrats at enriching themselves. 


consequences, desire to register their protest against it; and this takes the form, when they read 
history, of letting their imagination run riot on all the more agreeable things that might have 

happened, and of being indignant with the historian who goes on quietly with his job of explaining 
what did happen and why their agreeable wish-dreams remain unfulfilled. The trouble about 
contemporary history is that people remember the time when all the options were still open, and 
find it difficult to adopt the attitude of the historian for whom they have been closed by the fait 

accompli. This is a purely emotional and unhistorical reaction. But it has furnished most of the 

fuel for the recent campaign against the supposed doctrine of ‘historical inevitability’. Let us get 

rid of this red herring once and for all.” (Edward Hallett Carr, “Ch. 4. Causation in History” In 
What is History. London : Penguin Classics, 2018. ) 

42 Nathan, Andrew. Peking Politics, 1918-1923: Factionalism and the Failure of Constitutionalism. 
Ann Arbor : Center for Chinese Studies, University of Michigan, 1976, 221-224. 
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On the other end of the spectrum is Zhang Ming [5K18] whose 2010 work 


Peiyang Cataclysm - Warlords and the May Fourth Movement*? [J31 : EJHA. 


79] directs a clear accusation against the entire historical discipline, deemed to be 


guilty since the time of ChowTse-tsung’s [Hyt] study of the May Fourth Movement, 


of over-emphasising cultural and literary innovations during the Movement for 
want of attention towards the political causes which were responsible for starting 
the Movement - including the Nishihara Loans. “It is as if during the May Fourth 
Movement, all these important figures in the political arena, suddenly disappeared 
en masse,”*4 lamented Zhang. It is therefore a shame that Zhang could not propose 
anything theoretical on a par with Nathan’s factional behaviourism, and doesn’t 
provide anymore in the direction ofa continuity structure, with analysis of economic 


policy also absent. 


What these works fail to describe is that by the late 1910s - during the “Anfu 
Club Regime” under which the Nishihara rapprochement took place - China was 
remarkably active abroad, on a scale unseen since the loss of Korea in 1895. China’s 
efforts at building a modern technocratic corpus during the reforms of the last 
decade of Manchu rule paid off by the time of the establishment of the Republic. In 
addition to an army of able railway and telecommunications administrators, China 


managed to design and build its own railways, beginning with the Peking-Kalgan 


Railway [32458424] designed by the Yale-trained engineer Jeme Tien Yow. [ER] By 


1915 the Chinese governmentalso boasted a unit of highly-able geologists who were 
drafting proposals for mines and iron and copper plants, to be financed either by 
American or Japanese sources. In addition to the Nishihara Loans which aimed at 
creating an East Asian Economic League, China was training, with the help of 
Japanese funding, equipment and advisors an Expeditionary Army meant for action 
in Europe. The premature end to the Great War did not prevent some three hundred 
thousand labourers to be sent, not only the Western Front, but also to Mesopotamia 
and Russia. Nor was the Expeditionary Army laid to waste; the reclamation of Outer 


Mongolia and the occupation of Vladivostok in 1919-20 were the largest Chinese 


43 See Zhang, Ming. [R18] Beiyang Liebian : Junfa yu Wusi (Peiyang Cataclysm : The Warlords 
and the May Fourth Movement) [J DRS : Hig fl VU] Guilin : Guangxi Normal University Press, 
[PEED AS htt] 2010. 

44 Ibid., 3. 
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military operations outside its normative administrative borders until the Burma 


Campaign of the Second World War.*® 


On the domestic front, the evolution of parliamentary institutions to 
accommodate for new alliances of political interest culminated in the establishment 
of the bicameral Parliament whose two chambers were distinguished by their voting 
threshold, which was increased from levels set in 1912 - the Senate now being 
restricted to men paying a tax of $100 or more per annum, whilst the House hada 
much lower requirement, at only $4 per annum. Such arrangements were not 
uncommon at the time internationally and they seem to lend proof to the oft- 
disputed judgement that Republican China had been or had at least intended to be a 
“Bourgeois Democracy”. Liang Ch’i-ch’ao, [ Æ pk t] a believer in the political 
stabilising function of the Mandarin-literati class whom he thought only needed to 
transform itself into a class of capitalists before assuming the responsibilities of 
guiding the new Republic,46 was himself instrumental to drafting these voting 
regulations in 1918, and later authored the explanatory note which was appended 
to the 1919 Draft Constitution. His intention to have the Literati class at the reins of 
a developmental-authoritarian state is clear beyond doubt. Such developments can 
only be explained via ideological motivations rather than factionalism; and 


ideologies are slow-evolving subjects. 


“Island-hopping” denies the history reader a coherent view of the structural 
continuities that serve to bridge one from an island to the next - in other words, to 
guide one from the past to the present. On the fronts where research has made 
veritable progress, such as diplomatic, military and constitutional history, the 
interruptions to policies and institutions were so severe that it is impossible to 
speak of continuities, except when boiled down to simple formulae such as the 
“growth of nationalist diplomacy”. Nishihara’s State Socialism, his domestic reform 
proposals and external loans policy present a good opportunity to rectify this 
problem; they were as much the culmination of Chinese attempts at internal reform 
as they were of equivalent Japanese attempts, and indeed they serve as the 
intersecting point between economic and diplomatic history. The Nishihara episode 
45 Arguably, Chinese participation in the international anti-Bolshevik effort fulfilled the criteria, 
in the eyes of the West, of an equal partner; this very likely contributed to China’s reclamation of 
German possessions after the Washington Conference of 1921-22. 

46 Zhang, Pengyuan. (Chang, P’eng-yuan) [RHE] Liang Qichao yu Minguo Zhengzhi (Liang Ch’i- 


ch’ao and Republican Politics) [XPE HREOC] Changchun : Jilin Chuban Jituan, [HHA 
=] 2007, 19. 
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was only one of a long line of attempts in both China and Japan to establish State 
Socialism/State Capitalism, and it was neither the first nor the last of such 
experiments. The point being made here is that the emergence and growth of State 
Socialist/State Capitalist economic policy can serve as the main structural continuity 
from the late-Manchu period up to the formation of the PRC and beyond; it also 


explains the transition of Japanese economic policy from late-Meiji to after WW2. 


This does not apply to China and Japan alone. Two decades ago it might have 
been possible to explain away the relative poverty of China, Vietnam and North 
Korea, contrasted against the rise of the four Asian tigers and Japan, as the result of 
free(r) capitalism; that their success was due mostly to post-war developments, or 
due to some elements of a legacy of wartime mobilisation, but the probe hardly 
extends beyond the 1920s, With the rise of Market Socialist/State Capitalist China, 
whose model had never been as idiosyncratic as it would seem, and the realisation 
that the capitalism of the four Tigers and Japan had not been as free as is commonly 
imagined, in addition to the impending reform and opening-up of North Korea, 
suggests an urgent need to reinterpret the deep statist historical continuities in 
Chinese, Japanese and Korean economic policy - such would serve as a mirror for 
the rest of Asia and indeed the developing world. Recent innovations in economic 
theory, such as the Neo-Structuralist School championed by Justin Yifu Lin,4” has 
argued for a reassessment of the role that governments should play in emerging 
economies, and has attempted to introduce the Asian experience to third world 


nations in other parts of the world. 


Unfortunately, in the historiography of East Asian Developmentalism, rarely 
have western origins other than Marxist ones been discussed. A plethora of work 
exists on early nationalist or socialist economic advocacies in China; yet the former 
concentrates on advocacies amicable to the growth of private capital against a 
“reactionary” assertion of state economic control, without asking under what 
context state direction, save under the Communist Party (and in recent scholarship, 
the interwar Kuomintang), would be seen as serving a constructive purpose. This is 
whilst the history of early socialism in China concentrates almost entirely on 
examples ofearly mentions of Karl Marx or of Marxism, with undue neglect for other 


varieties of socialism, particularly State Socialism - which, as we shall see, 


47 Justin Yifu Lin, Economic Development and Transition - Thought, Strategy and Viability. 
Cambridge University Press, 2009. 
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performed much more than a transitional function in the evolution of Chinese 


0 


economic ideology. The work of Xu Weiguo [iffi] and Xu Jiansheng [14] on 


late-Manchu and early-Republican economic thinking*® - an elegant book both bold 
in its assertions and concise in its evidence in portraying a vibrant ideological scene 
in economic policy - serves as the point of embarkation; but even they haven’t been 
able to explain trans-national interconnectedness or long-term continuities of 


economic ideas in any useful way. This is the task that this thesis has taken up. 


1.4 How to Interpret Nishihara’s proposals 


Nishihara’s proposals represent one of a long line of attempts by Asian thinkers 
during the first decades of the 20t? century to grapple with State Socialist and Pan- 
Asianist ideas, and his amalgamation of the two is rare. Nishihara’s vision was in 
every way Developmentalist, because it fulfilled each of Developmentalism’s three 
criteria - economic rationalisation, large-scale infrastructural construction, and 
GNP “growthism”. By justifying his advocacies for a State Socialist planned economy 
and cooperation with China on a GNP growth target of 200 yen per capita froma 
mere 60 yen, Nishihara had started in 1918, at a time when Japanese imperialism 
was ascendant, to do what “growth publicists” would commit themselves to in Post- 
war Japan - “to expand Japanese notions about what level of material and social 
prosperity their nation might be able to achieve [as] an acceptable replacement for 
the bankrupt national languages of imperial power, racial mission, and cultural 
purity of the colonial and wartime pasts”*? The ill-timing explains why Nishihara’s 
proposals fell on deaf ears. What distinguishes Nishihara, and makes him worthy of 
study, is his materialistic approach to domestic and international issues, in 
comparison to the unhelpful idealism found in rival proposals for Sino -Japanese 
integration written by the likes of Tanaka Giichi. In all, Nishihara and his 
predecessors in the State Socialist field - from Bismarck to Chow Hsueh-hsi - are 
important examples to show that Developmentalism, usually associated with the 
Cold War, has a much longer history than academics would like to suggest. It also 
suggests that a rational, reciprocal Pan-Asianism could have become mainstream, 


and was indeed close to being so. 


48 See Xu, Jiansheng [1FE4] & Xu Weiguo. [FHR] Qingmo Minchu Jingji Zhengce Yanjiu. (A 
Study of Economic Policy at the End of the Ch’ing Dynasty and the Early Republican Period) [3 
KE ORE] Guilin : Guangxi Normal University Press [EPSKE Hh] 2001. 

49 O’Bryan, Growth Idea, 6, 10. 
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The phenomenon of “economic imperialism” can be attributed to the tendency 
of State Capitalist Trusts to engage in vertical annexation.°° Nishihara’s vision of an 
East Asian Economic League was to place Japan, China and East Asia within a single 
“State Capitalist Trust”, even though he was adamantly against Japan’s military 
annexation, first of Korea, and then of China. Nevertheless, this thesis argues that 
Nishihara’s autarkic vision was not economic imperialism, and it must be stressed 
that the vision has its roots in Japan and China’s similar urges for politico -economic 
‘peripheral rebellion’, to stem the flow of economic surplus to the core nations - 
there was agenuine coincidence ofinterest. Although sucha projectwas in hindsight 
doomed to fail, it provided the conditions for their modernity to be co-constituted, 
and for cooperation between them to be once regarded as viable and desirable. This 
‘peripheral rebellion’ impulse was the same as that which drove the American 
Revolution and German Nationalism against the economic centre of the time - the 
British Empire. The need for economic protection and resistance, evolved into a 
‘catch-up’ strategy that necessitated a ‘plan rationality’. This placed trust in the able, 
scientific direction of the state in economic mobilisation - an Enlightenment-era 
belief, first practiced by monarchical reformers as French Mercantilism, then 
modernised for the industrial age by Saint-Simon and List. In the United States and 
Germany, the tendency was represented by Hamiltonian Republicanism and 
Bismarck’s State Socialism; in Russia this was industrialisation under Sergei Witte, 
who was inspired by Friedrich List,>! and in the Austro-Hungarian Empire, the 


infrastructural ambitions of Ernest von Koerber.®2 By the time it was Japan and 


iri 


China’s turn to catch up, the slogan “Rich Country, Strong Army” [S05] would be 


a response to the expanded core - the “west” - which comprised of these erstwhile 
“catch-up” nations; they had successfully reduced Britain from its hegemonic 


position to a shadow of its former self - especially after the First World War. 


50 As Bukharin writes - “When one country, one state capitalist trust, absorbs another, a weaker 
one possessed of comparatively the same economic structure, we have a horizontal centralisation 
of capital. Where, however, the state capitalist trust includes an economically supplementary unit, 
an agrarian country for instance, we have the formation of a combine. Substantially the same 
contradictions and the same moving forces are reflected here as within the limits of "national 
economies"; to be specific, the rise of prices of raw materials leads to the rise of combined 
enterprises. [...] An example of a horizontal imperialist annexation is the seizure of Belgium by 
Germany; an example of vertical annexation is the seizure of Egypt by England.” (Bukharin, 
Imperidlism, 120-121.) 

51 Roman Szporluk, Communism & Nationalism. New York: Oxford University Press, 1988, 209- 
211. 

52 See Alexander Gerschenkron, An Economic Spurt that Failed — Four Lectures in Austrian History. 
Princeton : Princeton University Press, 1977. 
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The global popularity - in Japan, Russia, the Ottoman Empire 53 and India, 
amongst other places - of Friedrich List’s statist protectionist industrialism, which 
in turn absorbed the esprit of early Saint-Simonianism and aided the spread of the 
model of financial capital established by the Pereires, provided the ideological unity 
beneath such peripheral rebellion. Listianism smoothed the way for the transition 
to forms of statist, industrial socio-economic organisation inspired by Marxism and 
Walther Rathenau, as Roman Szporluk showed in the case of Revolutionary Russia. 54 
Such ideologies, particularly State Socialism, implied an industrial-compatible, 
developmentalist design of the ‘nation-state’. This is whereby a redefined 
nationalism conferred upon state agents the mandate for effective developmental 
mobilisation and measure the government's performance on its ability to deliver 
industrially. Meeting developmentalist goals, and thus, achieving success in the 
peripheral rebellion, provided legitimacy. Such ideologies thus determined the 
paradigms of developmental economic choice and hence, of state institutional- 
building in Japan, China and Korea in the 20* century. To build up the autonomy, 
capacity and rationality of state institutions would be prerequisite to directing 
developmental strategy. Within the context of China and Japan in around 1910, this 
implied the strengthening of State Capitalism. To economic Pan-Asianists such as 
Nishihara, effective trans-national coordination would guarantee success in 
industrial catching-up, and hence, victory in the ‘peripheral rebellion’. Beaseley, for 
example, saw Nishihara as one of the “other Japanese” who didn’t fit in with 


orthodox imperialism, and instead - 


“saw a different objection: that it put Japan on the ‘wrong side’ in an 
exploitative relationship between the West and Asia. To them, a better 
alternative would have been Sino-Japanese partnership. There were many 
who advanced the idea as a denial of imperialism. To others it was a 
reformulation of imperialist intent, anticipating a state of affairs in which 
China’s markets and resources would be put at the disposal of Japanese 


industry in the name of resistance to the West. This was much how it was 


53 See Hüseyin Safa. Ünal, Friedrich List, Ziya Gökalp and the National Economy Thesis in the 
Ottoman Empire. Masters Thesis, Middle East Technical University, 2013. 

54 Lenin thought that “backward countries [...] would ‘strive to attain the achievements of the 
leading societies and improve on them’. This Leninist typology, and Lenin’s program as a whole, 
were obviously Listian, not Marxist. |...] Lenin’s dialectics of international relations were derived 
from Friedrich List and Alexander Hamilton.” Alfred Meyer, Leninism (New York: Praeger, 1965), 
261, 264. Quotedin Szporluk, Communism & Nationalism, 216. 
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seen by men like Terauchi and Nishihara, who first gave concrete form to the 


notion of ‘co-prosperity’.”°> 


In Germaine A. Hoston’s view, “modernity refers to the collective ability of a society 
to mobilise its resources to provide for the well-being, autonomy, and security of 
the social unit, usually a nation state. ”56 By the time of the First World War, the 
struggle to co-opt diversifying social interests created by development and 
international competition, had necessitated the State Socialism of Bismarck and 
Wagner, and later, Rathenau’s mobilizational methods. These policies were viewed 
in Japan and China, beginning in the late stages of WWI but increasingly towards 
the 1930s, as methods to increase state autonomy °” and thence, coordinate 
development, in addition to creating the conditions for ‘autarky’ or other forms of 
Pan-Asian ‘peripheral rebellion’. The Greater East Asian Co-Prosperity Sphere was 
essentially imagined as a planned economy.*® As such the realisation of Pan-Asian 
developmental mobilisation is one possible form of modernity. According to 
Hoston, modernity also refers to the condition where “the individual seeing him- or 
herself as a subject of human history, as a conscious, initiating, and active being in 
relation to the society in which she lives and, as such, feeling capable of 
participating in the public business of her society.” 59 Thinkers of ‘peripheral 
rebellion’, guided by industrial paradigms of political authority, ie. an industrial 
‘ideological state apparatus’,®° depended heavily on the perceived rationality of 
state direction, extolling the need to restructure, and even overthrow state 
apparatuses that could not fulfil such developmental expectations. It is in this sense 
that Nishihara’s State Socialism should be regarded as emblematic of modernity 
and as a significant product, indeed a milestone in the emergence of the 
Developmental-Authoritarian, State Socialist/State Capitalist Phase of East Asian 
history. This thesis will also be an attempt to explore the limits of an alternative 
response, derived from the Sino-Japanese failure at regional integration, to the 


following conjecture stated by Ernest Gellner, author of Nations and Nationalism - 


55 Beasley, Japanese Imperialism, 254. 

56 Germaine A. Hoston, “The State, Modernity, and the Fate of Liberalism in Prewar Japan”. In 
The Journal of Asian Studies 51 (2) (May 1992), 289. 

57 See Theda Skocpol, “Introduction”, in Evans, Peter B., Dietrich Rueschemeyer and Theda 
Skocpol, eds. Bringing the State Back In. Cambridge : Cambridge University Press, 1985, 3-38. 

58 Jeremy A. Yellen, The Greater East Asia Co-Prosperity Sphere - When Total Empire Met Total 
War. Ithaca: Cornell University Press, 2019. Pre-publication manuscript, 87. 

59 Hoston, “Liberalism in Prewar Japan”, 290. 

60 In such a scenario the existence of an “ideological state apparatus” can precede the material 
existence of the state itself and provide the blueprint for the future set-up of the envisioned regime. 
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“Why should the political institution, the centralised state, presiding o ver 
the development of a backward area, necessarily be a national one? [...] 
Why should it not bea non-national empire, such as that of the Habsburgs 
or the Ottomans? [...] it is not immediately clear why the developmental 
state, a protector of industry not of faith, had to be a national one. I believe 
that this is indeed so, but the reasons are not self-evident, and the 
interesting question is - did [Friedrich] List understand them? He saw 
that nationalism had to be economic, but did he also see that and why 


politically guided development had to be national?” ®! 


This thesis will argue that ‘Pan-Asianism’, justified in Nishihara’s view on an 
economic case for trans-national peripheral rebellion, was one such industrial 
‘ideological state apparatus’ which possessed great potential to be operationalised 
as an integrated ‘unit of development’. It could have enabled a feasible step forward 
for Asia, especially during WWI, and was in fact almost materialised. Exploration in 
this direction might shed light on how western paradigms contributed via global 
mechanisms to the otherwise idiosyncratic-appearing East Asian modernity - which, 
as this thesis demonstrates, has always been firmly situated within broad 


international currents. 


61 Gellner, Encounters with Nationalism, 18 
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2. The Theory and Practice of State Socialism 


2.1.1 State Socialism, State Capitalism and State Monopoly Capitalism 


Before this thesis can proceed it is necessary to explain two sister concepts - State 
Socialism and State Capitalism. The first, “State Socialism”, has always been a non- 
entity for orthodox Marxists like Engels, Lenin and Bukharin, and it is dismissed as 
a deceiving alias either for State Capitalism or State Monopoly Capitalism® - these 
being, in the view of all three Marxists, economic forms of such unprecedented 
strength and coherence that needed to be seriously tackled by the proletarian 
socialist movement. This is whilst non-Marxist, or Trotskyist writers have referred 
to the Leninist-Stalinist system of socio-economic organisation as State Socialism, 
with David Lane’s works being an example.®? The origins of State Socialism before 
1917 were, according to such authors, to be found notso much in the Bismarckian 
German state, but in Engels and Lenin’s embrace of the “state” - supposedly valid 
only under a proletarian dictatorship, as a transitory tool to achieve communism. 
This poses analytical difficulties, for orthodox Marxism does not recognise the state 
as an end in itself, nor is State Socialism has not been described as transitional. One 
is forced to see the statist tendencies of the Leninist-Stalinist economy as nothing 
but a corruption of Marxism, rather than a logical development of, or even an 


innovation to, existing tendencies in the development of the economic state. 


Engels certainly did not see Bismarck’s State Socialism as genuine socialism. 
Dismissing totally the element of social welfare under Bismarck, Engels took to task 
the issue of ownership. Bereft of the foresight that much of 20th century socialism 
would concern itself with the nationalisation of industrial and financial institutions, 
Engels called nationalisation “a kind of spurious Socialism, degenerating, now and 
again, into something of flunkyism, that without more ado declares all State- 


ownership, even of the Bismarckian sort, to be socialistic.” Engels added that - 


“If the Belgian State, for quite ordinary political and financial reasons, itself 
constructed its chief railway lines; if Bismarck, not under any economic 
compulsion, took over for the State the chief Prussian lines, simply to be the 


better able to have them in hand in case of war, to bring up the railway 


62 Referred to in Chinese as “BZ HERA A ER” and in Japanese “BAH ARAL” 
63 David Lane, The Rise and Fall of State Socialism Industrial Society and the Socialist State. 
London : Polity, 1996 and The Socialist Industrial State - Towards a Political Sociology of State 


Socialism. Boulder, Colorado : Westview, 1976. 
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employees as voting cattle for the Government, and especially to create for 
himself a new source of income independent of parliamentary votes — this 
was, in no sense, a socialistic measure, directly or indirectly, consciously or 


unconsciously.” 64 


Clearly, state ownership is not the qualifier for Engels of what consists “socialism”. 
Moreover, Engels’ emphasis, inherited by other orthodox Marxists, was on the 
“planned” nature of capitalism under self-proclaimed State Socialist economies. 
Speaking of Germany in the 1890s, Engels wrote that "When we pass from joint- 
stock companies to trusts which assume control over, and monopolize, whole 
industries, it is not only private production that ceases, but also planlessness." 65 
Even then, planned capitalism does not make socialism. For Lenin essentially, State 
Socialism or any kind of socialism devoid of proletarian control of the state 
apparatus was naturally bogus socialism, and only qualifies as a form of State 


Capitalism, noting in 1917 that - 


“the erroneous bourgeois reformist assertion that monopoly capitalism or 
state-monopoly capitalism is no longer capitalism, but can now be called 
"state socialism" and so on, is very common. The trusts, of course, never 
provided, do not now provide, and cannot provide complete planning. But 
however much they do plan, however much the capitalist magnates calculate 
in advance the volume of production on a national and even on an 
international scale, and however much they systematically regulate it, we 
still remain under capitalism - at its new stage, it is true, but still capitalism, 


without a doubt.” 


What this thesis argues however is that this “reactionary” State Socialism, as viewed 
by its proponents - Otto von Bismarck, Ferdinand Lassalle, Adolph Wagner, Walther 
Rathenau, Nishihara Kamezo, Sun Yat-sen, Liang Ch’i-ch’ao [228] and Chow 


Hsueh-hsi [2&8] -had a real, concrete ideological existence; they thought of it as 


a Developmentalism balanced between its social welfarism and its industrialism - a 
win-win formula for everyone concerned - and it was practicable regardless of the 


class properties of the state. State Socialism, rather than simply camouflaging State 


64 Friedrich Engels, Socialism : Utopian and Scientific. New York: Mondial, 2006.74 note 4. 

65 Neue Zeit, Vol. XX, 1, 1901-02, p.8, quoted in Vladimir Lenin, State and Revolution. Chicago : 
Haymarket Books, 2015, 105. 

66 Ibid, 105. 
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Capitalism, was for its proponents the nom de guerre of a State Capitalist 
Developmentalism that also took care or even pre-empted the social ills brought by 
industrialisation. This thesis advances the view that two distinct phases of State 
Socialism existed - the first, in 1879-1914, was represented by Bismarck, Lassalle, 
Wagner, Sun, Liang and Chow. This phase was characterised by state intervention to 
provide basic social welfare to relieve the social tensions caused by capitalist 
exploitation, in addition to state ownership of limited sections of the economy that 
required capital investment beyond the capacity of private entrepreneurs, such as 
the railways. This takes place within the broader context of a generally free 


capitalism which may or may not be eroded by state encouragementof cartelisation. 


Phase Two State Socialism began in 1914 with wartime mobilization under 
Rathenau’s reorganisation of German industry, involving the semi-nationalisation of 
cartels that allowed direct state interference in the production and investment 
decisions of private firms; this Nonliberal Capitalism, one that completes the 
economy’s transformation into what Bukharin calls a “State Capitalist Trust’, is 
precisely the State Socialism triumphed by Nishihara. Lenin’s War Communism, 
essentially Rathenau’s model together with full state ownership over industry, and 
is a development of Phase Two State Socialism. This is since private ownership, or 
the absence thereof, does not determine whether an economic system is capitalist 
or not. The transition from Phases One to Two of State Socialism - i.e. from State 
Capitalism to State Monopoly Capitalism - involved more cartelisation, deeper state 
intervention, more intensive planning, and finally, the “militarisation” 67 of the 
economy. The transition represented a growth of productivity and represents a real 


economic advance, as forecast by Engels.68 As Moshe Lewin writes - 


“According to Bukharin the main characteristic of contemporary capitalism 
was a new interventionist role of the state culminating in a new phase of 
economic development in which, contrary to the previous laissez-faire 
principles, the economy was organised and planned by the capitalist state. 


The German war economy served, then and later, as corroboration for such 


67 Lavoie, National Economic Planning, 230. 

68 “only when the means of production and distribution have actually outgrown the form of 
management by joint-stock companies, and when, therefore, the taking them over by the State 
has become economically inevitable, only then — evenif it is the State of today that effects this 
— is there an economic advance, the attainment of another step preliminary to the taking over of 
all productive forces by society itself.” (Engels, “Historical Materialism”, in Socialism : Utopian and 
Scientific, note 4.) 
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statements and was seen by Bukharin as indicating a new and frightening 
tendency toward the emergence ofa Leviathan of unprecedented strength [...] 
the imperialist states underwent a transformation that forced a revision of 
Marx: “organised capitalism” seemed able to overcome the chaos of market 
economies and to master the anarchic tendencies that should have led to an 


internal breakdown as expected by Marx.” 69 


Planned Capitalism, therefore, does not consist Socialism in Engels’ view. Yet it does 
not preclude the possibility of socialist inspiration in the setting up of planned 
capitalism. China’s Socialist Market Economy is a case in point. The Post-war 
Japanese economy is characterised by control over production and investment 
decisions exerted by the Ministry of International Trade and Industry (MITI) with 
varying degrees of success. South Korea engaged in economic planning and 
deliberate fostering of monopolistic “chaebol” [74 fii] conglomerates under Park 
Chung-hee. Both the Japanese and South Korean systems left some room for the free 
market. Nevertheless they represent in the eyes of some academics, notably Ouchi 
Tsutomu, examples of “State Monopoly Capitalism”. This thesis will show that Japan 


and South Korea’s economic model was indeed deeply indebted to State Socialism. 


Throughout this thesis, Phase One State Socialism means State Capitalism 
plus abasic welfare state, but the stress is on the State Capitalist element. Phase Two 
State Socialism is interchangeable with State Monopoly Capitalism, but in special 
cases such as Rathenau’s Germany, wartime State Socialism implied certain 
compromises with labour demands and the formation of a rudimentary welfare 
state. The usage of which set of terminology depends wholly on whether the 
proponents of State Socialism or its Marxist detractors form the subject of inquiry. 
In describing the State Socialism of Walther Rathenau and Nishihara Kamezo 
therefore, this thesis will refer to their ideology in the same way its proponents did; 
this does not conceal the fact that State Socialism was anything but socialist in 
Marxist terms. Lenin has adamantly shown that despite it being unfree capitalism, 
“Phase Two State Socialism” is still in nature capitalist. Yet as we shall see, the irony 
lies in how Lenin practically regarded State Monopoly Capitalism, ie. Rathenau’s 
State Socialism, as socialism minus proletarian political power, and argued that, save 


for the need for arevolution, no intermediary step is required for the transition from 


69 Moshe, Lewin. Political Undercurrents in Soviet Economic Debates - From Bukharin to the 
Modern Reformers. Princeton and London: Princeton University Press, 1974, 5. 
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State Monopoly Capitalism to Socialism. What is meant is that the operational 
structure of State Monopoly Capitalism could transition intact into proletarian 
controlto become the structure ofa Socialist economy. The difference between State 
Socialism and State Capitalism or State Monopoly Capitalism is therefore merely 


rhetorical. 


2.1.2 The European Origins of Developmentalism 


In Imperialism and World Economy, a pamphlet published in 1917, Bukharin 
described the process by which national economies became what he called “State 
Capitalist Trusts”; at this stage intervention from the state takes the form of the 
permeation of private industry by state capital.”7? The process described by 
Bukharin, ie. the formation of industrial trusts penetrated by banking capital, was 
first begun bythe disciples of Henri de Saint-Simon. Saint-Simonian ideology passed 
through two stages - the first, socialist stage emphasised the importance of planning 
to “scientific socialism”, which was “a phrase first used by the Saint-Simonians”.”1 
The second stage involved a Capitalist turn, whereby the Saint-Simonians began to 
regard the bank as a more important organ than the government with which to 
implement their socialist schemes - a vision carried out by the Jewish Pereire 


Brothers who set up the Credit Mobilier bank in France to fund industrial projects. 


Henri de Saint-Simon was a veteran of the American War of Independence, 
having taken part in the Yorktown Victory of 1781. In the aftermath of the 
Napoleonic Wars, he and his disciples looked up to American revolutionary 
liberalism and to the industrial policies of Hamiltonian Republicanism, contained in 
three reports published in 1790-1 on Public Credit, the creation of a National Bank 
and the Protection of Manufactures. These documents were mostly penned by 


Hamilton’s secretary Tench Coxe, who was in turn influenced by the Neo- 


70“. when a trust produces outside of its main product also a by-product, it shows a tendency to 
monopolise this latter branch of production, which in turn serves as a stimulus to monopolising 
the production of goods used as substitutes for the by-product; then comes the tendency to 
monopolise the production of raw materials used for the production of the substitute [...] The 

entire process, taken on a social scale, tends to turn the entire "national" economy into a single 

combined enterprise with an organisation connection between all the branches of production. The 

same process is going on with great rapidity in another way: banking capital penetrates industry, 

and capital turns into finance capital. [...] The example of the German Empire Bank (Reichs bank) 

is of particular interest. [It] appears so closely connected with "private economy" that there is an 
unsettled dispute going on as to whether it is a stock company or a state institution, whether it 

is subject to the laws governing private or public undertakings.” (Nikolai Bukharin, Imperialism 
and World Economy. London : Martin Lawrence Limited, 1929.70, 73.) 

71 Lavoie, National Economic Planning, 216. 
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Mercantilism of Jean-Baptiste Colbert, Minister of Finance under Louis XIV.72 A 
second influence on Saint-Simon, also in turn influenced by Colberts “Dirigisme”, 
was the chemist Jean Antoine-Chaptal. As Interior Minister under Napoelon he was 
responsible for France’s early industrialisation, and his thesis, entitled On the 
Progress of the Agricultural and Manufacturing Industry during the Past Thirty Years 
which argued that “science and industry were closely interrelated”, was “a favourite 
with Saint-Simon”.73 The Saint-Simonians morphed these influences into a socialist 
industrialism, what Alexander Gerschenkron called "a system of planned economy 
designed to direct and develop the economy of the country".74 This would have 
resolvedat once the problems with the lingering power ofthe unproductive nobility 
and clergy, the slow pace of continental development, and the social maladies that 
"catching-up" with Britain would inevitably bring. The socialist industrial system 
was to be implemented in France, and in a future political union in Europe, with 
global ramifications in mind - Henri de Saint-Simon was an early advocate of the 
Panama and Suez canals, and highlighted international infrastructural connectivity 
in his industrial utopian vision. After Saint-Simon’s death in 1825, it was his chief 


disciples Prosper Enfantin and Amand Bazard, instead of Karl Marx, who - 


“first articulated the goal of a comprehensively planned society: a 
hierarchical organisation of the whole world’s industries into ‘a vast 
workshop, labouring under a common impulse to achieve a common goal. 75 
To be sure, Marx and the Young Hegelians often proposed democratic 
processes for the carrying out of the common plan, while the Saint- 
Simonians were quite authoritarian. But the very notion of organising 
industry according to a common plan traces directly to Saint-Simon and had 
as its original models military and feudal organisations. Saint-Simon 
patterned his various chambers or ministries of planning after a number of 
permanent advisory bodies that had been created by Napoleon and Louis 


XVIII. 76 They conceived of their ‘Industrial Society’ as a hierarchical 


72 See Bernard Mason, “Alexander Hamilton and the Report on Manufactures : A Suggestion”. In 
Pennsylvania History : A Journal of Mid-Atlantic Studies, 21 (3) (July, 1965), 288-294. 

73 Frank Edward Manuel, The New World of Saint-Simon. Notre Dame : University of Notre Dame 
Press, 1963, 196. 

74 Alexander Gerschenkron, Economic Backwardness in Historical Perspective : A Book of Essays. 
Cambridge, Massachusetts : Harvard University Press, 1962, 23. 

75 Elie Halevy, The Era of Tyrannies (Garden City, NY : Doubleday, 1965), 60. Quoted in Lavoie, 
National Economic Planning, 217. 

76 Halevy, The Era of Tyrannies, 48-49. Quoted in Ibid, 217. 
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administration of the whole of society's resources under the direction of the 


‘captains of industry’, among whom bankers are prominently included.” 77 


In the Revolution of 1830 against the Bourbon Monarchy, the Charbonniers, 
amongst whom existed Saint-Simonians like Amand Bazard, hoped to install the 
Marquis de Lafayette as dictator in exchange for socialist economic reforms; 78 
“Lafayette’s republic would mean sharing political power with the unpropertied”;79 
this offer was however refused, and without firm economic vision, the French 
economy slid under the Orleanist Monarchy into a recession which was partly 
responsible for the 1848 Revolution, by which time left-wing Saint-Simonianism had 
evolved into the socialism of Proudhon and the young Marx. The failed attempt to 
establish the Lafayette dictatorship suggests a pattern of things to come, not only in 
Europe but also in Asia - the search for an authoritarian industrial system that would 
not only be an "enlightened" despotism, but to be a planned economic order thatis 
both redistributive and developmental. Not only was this nota betrayal of liberty, it 
was precisely the goal of the revolution to bring the developmental dictatorship to 
power, so as to permit it to liberate the people from material constraints - in other 
words, a logic of positive liberty. In this sense the Lafayette episode is instructive of 


what would eventually happen on a much wider scale in the 20th century. 


The 1830s-40s marked a Statist phase for the Saint-Simonians and their sub- 
currents. Philippe Buchez, who “claimed to be the faithful inheritor of Saint-Simon” 
and his new, industrial Christianity, became a pioneer of “Social Catholicism”,®° and 
saw the task of “social engineers” to be “defined as continually proposing solutions 
and encouraging their implementation.” Buchez’s solution was that the State should 
be “an economic actor in its own right”, whose fiscal resources allows it to “begina 
programme of major works, investing in roads, education and agriculture” in 
addition to forceful social redistribution by “encourage|[ing] a transfer of resources 
(taken from the idle and other parasites) to a ‘general public credit fund’”; this would 
allow “resources and capital [to] be distributed according to capacities and 

roductive use.”®! An arguably more important figure was the economist Constantin 
p 8 y p 8 
Pecqueur, whom “with his belief that the Jacobin state must be the sole owner and 
77 Ibid., 217. Emphasis mine. 
78 Booth, Arthur John. Saint-Simon and Saint-Simonism : A Chapter in the History of Socialism 
in France. London : Longmans, Green, Reader and Dyer, 1871. 116-117 
79 Harlow Giles Unger, Lafayette. Hoboken : John Wiley & Sons, 2003. 366. 
80 Frobert, Ludovic. “French utopian socialists as the first pioneers in development”. In Cambridge 


Journal of Economics 35 (4) (July 2011), 734. 
81 Ibid., 736. 
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organiser of all property”,82 formed the left wing of the later Saint-Simonians, and 
his works were often quoted by Karl Marx. Pecqueur’s notion of future society based 


on an “Association nationale” would, according to Iwamoto Yoshihiro, [4 A754] 


bear certain similarities with the concept of the Soviet Union - the whole country 
being “one large workshop” with all means of production “socialized and 
nationalized”, whilst being internally democratic with a government composed of 
directly-elected representatives;®3 this popular-sovereign state would assume the 
form ofa gigantic, unified administrative organisation in charge of all aspects of the 
economy - labour, production, circulation and even consumption. Production plans 
would be drawn upon estimates of the total needs of the citizenry based on 
consumption trends during the past years, and production targets assigned to each 
region according to their productive capacities.8+ Economic “anarchy” could thus be 
eliminated, whilst preserving some degree of individual freedom - an idea that 
Iwamoto believes to have fused together the original Saint-Simonian vision of an 
“authoritarian industrial society” with the liberal socialism of Charles Fourier, 
another prominent Saint-Simonian.®> As a result, “Pecqueur has been called the real 
father of state socialism’®® and could be seen more or less as an indirect forerunner 


to Rathenau’s and Nishihara’s State Socialism. 


The events of 1848 produced Louis Bonaparte, who became Emperor Napoleon 
III in 1852. As Gerschenkron notes, “A large proportion of the men who reached 
positions of economic and financial influence upon Napoleon’s advent to power [...] 
belonged to a rather well-defined group. They were not Bonapartists, but Saint- 
Simon socialists.”8” Pecqueur became secretary to Louis Blanc, who led the short- 
lived Luxembourg Commission which investigated labour problems, until it was 
disbanded by June 1848 by the so-called “Party of Order”, which also closed the 
National Workshops for the unemployed, and broke up the workers’ barricades with 
the help of troops under General Cavaignac. Blanc fled to Britain, and the new 


regime’s brief flirtation with the left was brutally terminated. In the 1850-60s, 
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amidst the economic liberalisation carried out by Napoleon III, which began with 
removing subsidies and protective tariffs that suffocated the French economy, 88 
Saint-Simonianism was transformed into a capitalist ideology. Industrial finance 
was to be a component of social policy, to make “a priority of the ‘improvement of 
credit, which, by facilitating exchange, continuously increases social riches, 
multiplies the work instruments, and improves the workers’ lot’®? - a sentiment that 
was to be echoed by Nishihara, seventy years later. The capitalisation of Saint- 
Simonianism was spearheaded by the Pereire brothers, particularly Isaac Pereire, 
for whom Saint-Simonianism was a religion rather than an economic doctrine; 90 
Isaac Pereire ended up contributing "more than any other single person, to the 
spread of the modern capitalist system in France.”?! In contrast to English deposit 
banks which only offered short term credit, the Credit Mobilier bank established the 
example of offering long-term credit to industrial projects that the bank would 
supervise. Such projects complemented government planning - and involved 
massive corruption. 92 The Pereires’ Credit Mobilier took up the directive 
responsibilities of French and Continental industrialisation that a more active state 
would otherwise have assumed, although the success of the assertive Pereires could 
be attributed in part to the willing compliance of Napoleon III, whom the Pereires 


found easily placatable with bribes. 


Gerschenkron observed how Saint-Simonianism during the Pereire era 
paralleled Stalinist industrialisation, by being a “socialist garment draped aroundan 
essentially capitalist idea”.?? The capitalist turn in Saint-Simonianism demonstrates 
how thinly segregated “Socialism”, supposedly transcendent of “Capitalism”, is from 
Capitalism itself, especially when the latter is not of the laissez-faire variant. The 
Pereires’ bank-centric vision of planned capitalism, which spearheaded projects 
from Spain to Russia and the Suez, forced the Rothschild banks to take a more active 
role in investment, and inspired the German model of industrial finance; “the bank 


is compelled to place an ever growing part of its capital in industry. In this way the 


88 Ibid., 11. 

89 Le Globe (1831), “Banque d’escompte”, 162. Quoted in Gilles Jacoud, Political Economy and 
Industrialism — Banks in Saint-Simonian Economic Thought. New York: Routledge, 2010, 22. 
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bank becomes to an ever increasing degree an industrial capitalist.” 94 The frequent 
amalgamation of German banks, some of which were set up by the industries 
themselves, necessitated the rationalisation of the industries that were receiving 
credit and direction from the banks.?° This resulted ina monopoly capitalism, which 
Bukharin called a “State Capitalist Trust”, dominated by a small number of state - 
sanctioned industrial-financial conglomerates. Such processes were to be mirrored 
half a century later in the zaibatsu system - Japan being also a latecomer in 


industrial development. Gerschenkron writes - 


“It was the great eruptive effect of the Pereires that profoundly influenced 
the history of Continental banking”, and in Germany the Pereires’ banking 
model became dominant. [...] “The last three decades of the nineteenth 
century were marked by a rapid concentration movement in banking. [...] 
The momentum shown by the cartelisation movement of German industry 
cannot be fully explained, except as the natural result of the amalgamation 
of German banks. It was the mergers in the field of banking that kept 
placing banks in the positions of controlling competing enterprises. The 
banks refused to tolerate fratricidal struggles among their children. From 
the vantage point of centralised control, they were at all times quick to 
perceive profitable opportunities of cartelisation and amalgamation of 
industrial enterprises. In the process, the average size of plant kept 
growing, and at the same time the interests of the banks and their 
assistance were even more than before devoted to those branches of 
industry where cartelisation opportunities were rife. Germany thus had 
derived full advantages from being a relatively late arrival in the field of 


industrial development”.96 


Yet the Pereire brothers did not ultimately succeed; the Credit Mobilier went bust in 
1867. France became a Republic in 1871, but constitutional issues until the late 
1870s hindered the state from filling in the vacuum of industrial direction left by the 
Pereires. The result of the state’s re-assertion was repeated suggestions of railway 
nationalisation which came to nought, followed by the Plan Freycinet of 1878, in 


which the state collaborated with private railway companies to construct 8848 km 


94 Rudolf Hilferding, Das Finanzkapital (Vienna: Wiener Volksbuchhandlung, 1910), 283. Quoted 
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of railways for 3 billion Francs, plus 1 billion for 1,900km of canals and 500 million 
for ports, with the funds raised as public debt.%” The esprit that was carried on from 
Saint-Simonianism was the use of railways to allow progressive urban culture to 
penetrate the feudalistic countryside - to force Republican, democratic ideology into 
royalist, rural France. This ideal - of the use of infrastructure for ideological ends - 
would continue to make its influence felt in Sergei Witte's industrialisation of Russia, 
Ernest von Koerber’s infrastructural plans for Austria-Hungary, and in the 
developments of 1917 and beyond: Nishihara’s State Socialist industrialisation of 
Japan and China, Lenin’s Electrification of the Soviet Union, and Stalinist 
industrialisation. Nishihara’s use of the Japanese Industrial Bank and the Banks of 
Korea and Taiwan to fund his industrial projects also harks back to the Pereires’ 


financial socialism and reveals the capitalist nature of his State Socialism. 


Friedrich List’s Statist economics, also built upon Hamiltonianism, justifies 
state intervention in the economy for nationalist rather than socialist ends. List, 
moreover, pioneered “economic bloc” thinking with his advocacy for a Customs 
Union for “Mitteleuropa” that would encompass the Austro -Hungarian Empire and 
extend to the Middle East in the event of the Ottoman Empire’s inevitable collapse; 
his failure to materialise an Anglo-German Economic Union contributed to his 
suicide in late 1846.98 Saint-Simon and List were acquaintances of the economist 
Jean-Baptiste Say, who saw improving supply structure as key to resolving economic 
recession; this law may explain the fundamental unities of the theories. List and 
Saint-Simon, moreover, converged on the idea that planning was essential to the 
rational deployment of capital, which was prerequisite to high growth; the state had 
to be empowered to carry out such functions. Ralf Dahrendorf describes Friedrich 
List’s influence on German economic mentality as “plan rationality”, as opposed to 
“market rationality”, and writes that “the authoritarian and, more recently, the 


totalitarian state are based on an attitude of plan rationality.” 100 The same could be 
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said of Saint-Simonianism, whose esprit can be summed up as “Could not Progress 
deputize for God?”.1° Such "plan rationality", a legacy of the Enlightenment, was as 
Gerschenkron argued, typical of the mentality of economically backward countries 
under internal and international pressure to catch up. In this context the now vilified 
notions of "plan rationality" and the "state" were in fact thought of as empowering 
notions. Whilst Henri de Saint-Simon, the socialist, emphasised the moral objectives 
of capital and growth, List saw nationalism and industrialisation as tools to extricate 
the German people from social backwardness; it is here that the “State Capitalist 
Trust” acquires the significance of being the motor of a “catch-up developmental” 
strategy that promises material liberty. The emergence of Phase Two State Socialism, 


i.e. State Monopoly Capitalism serves as the apex of this process. 


101 Ernest Gellner, Encounters with Nationalism. Oxford : Blackwell Publishers, 1994, 1 
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2.2 State Socialism - Phase One 


2.2.1 Bismarckian State Socialism and its influence on Japan 


During the late 19th-early 20th century, German State Socialism influenced Japan on 
two levels. The first of these was Social Welfarist, involving discussions on and 
attempts to import social and labour policies which Bismarck had implemented, 
often on the advice of the Social Policy Association, or Verein für Socialpolitik. On the 
second level were Bismarckian policies essentially State Capitalist in nature, such as 
monopolies on commodities but most notably, state ownership of the railways and 
the postal service. The Meiji government was hesitant, if not loath, to implement the 
first category of Social Welfarist policies, but was much more enthusiastic with the 
lucrative second category of State Capitalist policies. As we shall see later, this bias 
also came to affect Chinese perceptions of State Socialism, which during the early 
years was heavily geared towards emulating the State Capitalist rather than Social 


Welfarist aspects of Bismarckian State Socialist policies. 


Japanese social reformers and “enlightened bureaucrats” during the late- 
Meiji and Taisho eras were under the immense influence of the German Social Policy 
Association, set up in 1873 by Gustav von Schmoller and Adolph Wagner. These 
social reformers were alternatively known as the “Younger Historical School” of 
economists. They also had links to the Institutional School of economic thought in 
America; this is due first to their common admiration for Hamiltonian industrial 
policy, and to the fact that important institutionalists, for example Richard T. Ely, 
had studied in Germany under leading historicists such as Kar] Knies.192 The social 
policy school, whose “purpose was to advocate state intervention in the economy in 
order to ease class conflicts through social welfare legislation”,!°3 promoted both 
Listianism and State Socialism. The organisation prospered in conditions that were 
parallel to those in Japan, namely having “close interaction between the reformist 
bureaucrats and academic social scientists”, and “became the most influential in 


propagating state-led social reform”, with Schmoller referring to Lorenz von Stein’s 


102 Kenneth Pyle, “Advantages of Followership: German Economics and Japanese Bureaucrats, 
1890-1925”. In The Journal of Japanese Studies, Vol. 1, No. 1 (Autumn, 1974), 137. Ely also 
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103 Tbid., 133. 


LEUNG Early Developmentalist East Asia 43 


concept of ‘monarchy of social reform.’ 104 These establishmentarian credentials 
earned them the ridicule of liberals and proletarian socialist activists, and they were 


referred to as Kathedersozialisten (socialists in the academic chair). 


By the end of the decade, the academic socialists were having their heyday. 
In 1879 Otto von Bismarck “proposed to remodel Germany’s economic system” 105 
and made a turn in the protectionist and State Socialist direction. This followed a 
long depression after the slump of 1872-3. This in 1878 culminated in the 
resignation of the Minister of Finance, Rudolf von Delbruck, a proponent of laissez- 
faire and low tariffs. The “high-water mark of German State Socialism” 19° was 
reached with the passage of the Sickness Insurance Law of 1883, the Accident 
Insurance Laws of 1884-85, and the Old Age Insurance Law of 1889, in addition to 
Prussian legislation on the insurance of sickness dating from 1854. William H. 
Dawson’s 1891 classic work, Bismarck and State Socialism contains a particularly 
illuminating passage!” where Bismarck reveals how his realpolitik had arrived at 
an accommodation with socialism, to the extent of openly admitting the socialist 
nature of his policies; this is despite the fact that he himself had passed anti-Socialist 


laws in 1878 and that his brand of socialism was under fire from both left and right. 


The inspiration for Bismarck’s State Socialist policies had come much earlier, 
from his secret meetings in 1863 with the Jewish State Socialist organiser Ferdinand 
Lassalle, who had probably been introduced to Saint-Simonianism during his stay in 


Paris in 1845 by a fellow Jew, the German poet Heinrich Heine, to whom Lassalle 
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was Close.!08 Lassalle was also under the influence of Karl Rodbertus’ theory that 
unless the state steps in, the workers’ share of national income would tend to 
decrease - the “iron law of wages”, so to speak. Lassalle tried to persuade Bismarck 
to take up ideas such as universal suffrage and “co-operative production” on such 
lines as those advocated by Lassalle’s projected “Universal German Working -Men’s 
Association”.199 Lassalle clashed with Karl Marx in his belief that the state “will 
achieve for each one of us what none of us could achieve for himself.”!!° As if to 
presage Japanese State Socialists like Kita Ikki, Bismarck described Lassalle as “by 
no means a Republican : he had very decided national and monarchical sympathies, 
and the idea which he strove to realise was the German Empire, and therein we had 
a point of contact.”!11 By the early 1880s “Bismarck even has been called a disciple 
of Lassalle.”112 Yet Lassalle’s premature death in a pistol duelin 1864 put paid to the 
task of converting Bismarck to the State Socialist cause, until Schmoller and his 
Social Policy School came to the fore in 1873, coinciding with the adventof economic 
difficulties in Germany. Just as Nishihara would justify his State Socialism with Neo- 
Confucian rhetoric, Bismarck would phrase his reforms in Christian terms; the 
statement that accompanied the Accident Insurance Bill of 8t? March, 1881 113 
reveals that Bismarck meant State Socialism as an innovation to the very idea of the 
State, and that beneath State Socialism lies asystem of Christian ethical motives, one 


that would be taken up by the German Christian Democratic movement later on. 


The introduction of protectionist economic nationalism into Japan and the 


formation of the idea of an industrial state there was a relatively early affair. Traces 
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of influences from Friedrich List’s works are apparent in the Memorandum on 


Industrial Development written in 1874 by Okubo Toshimichi, [AK(##1/3#] in which 
he argued, like List, that the government had a responsibility to direct and foster 
industrial development. Laissez faire and free trade was unsuitable for Japan, just as 
it was inappropriate for Britain during the early-modern period. Only much later, 
with a stronger industrial base, did free-trade work in Britain’s favour - as List and 


Okubo both noted.!!4 A Memorandum on Protectionist Tariffs RFE] written by 


Wakayama Norikazu [44 Ll(#—] in 1881 employed similar examples to those found 


in List’s National System of Political Economy, where he lamented that Portugal’s 
mistake of lowering tariffs for woollen products from Britain in exchange for lower 
British tariffs for Portuguese wine, resulted in the ruin of the Portuguese industrial 
economy.!15 Yet the works of List were not formally introduced to a Japanese 


audience until 1889, when National System of Political Economy was translated by 


Oshima Sadamasu.!16 [K 4174] The editor of this translation, Tomita Tetsunosuke, 


[= Ht Bh] was a former Bank of Japan director who had been purged from office 


by the Finance Minister (and later Prime Minister) Matsukata Masayoshi [fA 77 EF] 


for his statist economic views and his insistence on creating an industrial 
investment bank. Tomita and Oshima fought back by establishing the National 
Association of Economics (NAE) [Až] in 1890, which published bi-monthly 
reports and made the works of List the theoretical cornerstone of the organisation. 


In 1892 Oshima resigned due to ill-health,1!” and the editorship of the NAE reports 


was taken over by another founding member, Komuchi Tomotsune [Hifi] - a 


former translation officer in the Ministry of Finance and later mentor to Nishihara. 


The influences of List’s theories would abound in Nishihara’s works. 


By the 1900s, the need for governmental intervention in Japan had moved 


from a simple matter of providing protection and encouragement to the industries, 


114 Okubo Toshimichi, “Shokusan Kogyo ni kansuru Kengisho” | 34 Æ MÆ fA > 4 ES 
summarised in Byron K. Marshall, Capitalism and Nationalism in Prewar Japan - The Ideology of 
the Business Elite. Stanford : Stanford University Press, 1967. 16-17; Iwata, Masakazu. Okubo 
Toshimichi- The Bismarck of Japan. Berkeley and Los Angeles : University of California Press, 
1964. 236-238. 

115 MITI, PAREXA] ed. Shoko Seisaku Shi (History of Commercial and Industrial Policy), vol. 5 
[RALECRSE : 4H] Tokyo : Shoko Seisaku Shi Kankokai [FF LECR EFI S] 1965. 203-204. 

116 Tessa Morris-Suzuki, A History of Japanese Economic Thought. London and New York : 
Routledge, 1989. 60-62. 

117 Honjo, Eijiro. [AXFEARGEB] “Kokka Keizai Kai to Oshima Sadamasu” (“The National Association 
of Economics and Oshima Sadamasu”). [HZR & KE AZ] In Economic Miscellanea, [AHS] 
1942, 55 (4), 491. 
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to one of redressing the maladies of capitalist industrialisation itself. “In the forty - 
odd years between the death of Friedrich List and the popularization of his ideas in 
Japan, the theories of the historical school within Germany itself had undergone 
considerable development.” 118 Japanese economists again followed the German 
example, and the Association for the Study of Social Policy (ASSP) RELER RES] was 
“established in 1896 and modelled on the German Verein ftir Sozialpolitik.”119 Within 
the ASSP, the divisions between right-wing and left-wing economists began to widen. 


The former, which included two of the more ‘enlightened’ of late-Meiji era 


bureaucrats, Soeda Ju’ichi DRH #—] and Tajiri Inajiro, [Hf FE X BB] advocated 


gradual reform from the point of view of the administration; having accepted the 
existing political system, they held little objection to the existence of the monarchy. 
Soeda had been a member of the NAE - thus demonstrating in a sense the continuity 
of statist economic policy development between the NAE and ASSP; Soeda also 
became President of the Industrial Bank of Japan in the early 1910s. The left-wing 
of the ASSP, which included Fukuda Tokuzo [##H]7##=] and Hori’e Kichi, [jE Lf —] 


5 


viewed matters from the labourers’ perspective and focused their criticisms on the 


government's inability to intervene. The consensus amongst them was that - 


“The reforms [...] were intended not to overthrow, but rather to preserve 
the existing economic and political system by domesticating the 
potentially dangerous forces of organized labour and creating a sense of 
common purpose amongst labour and management. [...] Like the 
Confucian scholars of Tokugawa Japan, the Kathedersozialisten saw 
economics as inseparably interwoven with moral and political issues, and 
above all as embodying the duty of the government to show concern for 


the social welfare of its subjects.” 12° 


It is hardly surprising therefore that the NAE and the ASSP both promoted forms of 


State Socialism, an explanation of which first appeared on NAE Reports no. 19 and 


118 Morris-Suzuki, Economic Thought, 62. 

119“ from 1907 to 1924 it organised major annual conferences, each focusing on a topic of 
particular interest to members, and often including papers by the leading economists of the late 
Meiji and early Taisho Japan. The list of conference titles, therefore, provides a very good 
indication both of the major concerns of the social policy school and of the principle topics of 
contemporary economic and social debate. The first conference, held at Tokyo University in 
December 1907, focused on factory legislation and labour problems”, and later conferences 
covered “tariff question and social policy (1908), the problem of migration (1909), labour disputes 
(1913), the problems of government-run enterprises (1916), small-scale industry (1917) [and] 
women workers in Japan (1918)”. (Ibid., 64.) 

120 Tbid., 63. 


LEUNG Early Developmentalist East Asia 47 


20 published in 1892 and edited by Komuchi Tomotsune, who added in the preface 
to the article that “the increased tendency towards inequality is the result of the 
doctrine of laissez-faire.” 121 The articles were a translation of Chapter One of 
William H. Dawson’s Bismarck and State Socialism,122 and since they were likely 


passed on to Nishihara Kamezo by Komuchi, deserves to be quoted at length here. 


The article gave particular attention to the views of Adolph Wagner, one of the 
economists of the ‘Younger Historical School’ whom by then was well known for his 
advocacy of State Socialism. The article acknowledged that, by the 1890s, “the 
doctrines of State Socialism are now far less controverted in Germany than a few 
years ago”,!23 if not having achieved semi-official status as the national ideology. 
“State Socialism is the soul which pervades the entire imperial legislation of today. 
It has already become an article of faith, and is now a constituent of the mental 
atmosphere in which the present lives and breathes.” 124 The article explains the 
differences between State Socialism and other variants of the Socialist movement, 
whereby “Wagner’s position differs from that of the Socialists in that they would 
abolish social inequalities, while he would only seek to diminish them. He makes no 
concealment of the fact that he proposes to take from the rich for the benefit of the 
poor. The rich might complain of this, but it would not be with reason.” 125 State 
Socialism opposes the concept of class struggle. Gustav von Schmoller, for example, 
wrote that the purpose of State Socialism was “the re-establishment of a friendly 
relationship between social classes, the removal or modification of injustice, a 
nearer approach to the principle of distributive justice, with the introduction ofa 
social legislation which promotes progress and guarantees the moral and material 
elevation of the lower and middle classes.” 126 State Socialism makes the state the 
focal point of all action, although Dawson quotes Wagner as saying that a clear 
demarcation of state responsibilities is impossible, “The jurisdiction of government 


is a matter not of principle but of expediency.” 127 Adolph Wagner believes that - 


21 “Kokka Shakai Shugi” (“State Socialism”) [HZ4 +38], in Report of the National Association 
of Economics, [BIA R š SHE] 19, Sept 1892, 49-62; Report of the National Association of 
Economics 20, Nov 1892, 31-39. 

22 The full translation of Dawson’s work by Mitsuyoshi Motojiro [3¢747c2XEf] came out in 1893, 
as Kokka Shakai Sei [žr ți] published by Tetsugaku Shoin. [#8h¢] 

23 Dawson, State Socialism, 13. 

24 Ibid., 13. 

25 Ibid., 7. 

26 Thid., 3. 

27 Ibid., 5-6. 


48 Early Developmentalist East Asia LEUNG 


“While individualism restricts the functions of the State as much as 
possible, Socialism enlarges them; the Individualist would do everything 
without the state, the Socialist would do everything with it. State Socialism 
is the mean between these directions of thought; in it’s the two extremes 
meet. [...] Social interests can only be properly safeguarded when the State 
directly concerns itself with them. The aim must, therefore, be to widen 
the economic jurisdiction of the State. [...] The non-intervention principle 
must be abandoned, since it has only led to greater and ever greater class 
and personal inequalities, and therefore to growing social disorganisation 


and discontent.” 128 


As such, economic intervention by the state becomes a componentofits sovereignty. 
“No department of economic activity should on principle be closed to the State; 
whether it should or not participate, side by side with private enterprise, is a matter 
of expediency and public interest. Where the State cannot with advantage undertake 
economic functions, they may be suited to public bodies, the principle of collectivism 
being still asserted.” 129 Wagner supports the conversion of private enterprises, 
particularly mines and smelting works, into worker-capitalist industrial 
partnerships, or “co-operative concerns”. “Private possession should not be 
excluded, but State and collective possession is both allowable and desirable”. 13° 
Wagner thinks that state should keep a monopoly on items such as brandy and 
tobacco, that railways, coal mines, and urban property should be nationalised, and 
that the state should be responsible for public insurance, “not only to life and person 
(accident, death, old age, etc.), but to movable property.” 131 As we shall see, 
Rathenau and Nishihara would develop on Wagner’s view on taxation, believing that 
duties on daily commodities should be “kept within moderate bounds” whilst “the 
luxuries of the rich may be taxed liberally. As regards direct taxation, the labourer’s 
income should, as far as possible, be exempted, and the well-to-do classes should 
pay proportionately more. [...] Taxation should also be progressive, whatever the 


source of income.” This is in addition to heavily taxing “unearned increment [...] and 


128 Ibid., 2, 4. 
129 Ibid., 4. 

130 Ibid., 9-10. 
131 Ibid., 12. 
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to make income derived from Stock Exchange speculation and gambling pay a high 


tribute to the public treasury.” 132 


Wagner does not oppose labour unionism, but only approves of it within severe 
limits. He writes that “The State has no right, and no interest, to discourage labour 
combinations which restrict themselves to economic purposes; all it can fairly do is 
to prevent and punish excess, violence, and menace. [...] Unaided the working 
classes will never achieve their emancipation from capitalistic fetters.” 133 Yet labour 
unionism is best avoided, and “Wagner favours co-operation in distribution on the 
basis of the English co-operative movement, and also, to some extent, in production.” 
Wagner quotes Ferdinand Lassalle, one of the first advocates of State Socialism and 
of the need to build workers’ cooperatives, as one of his sources of “Socialistic 
stimulus”, and “he goes as far as to say that Lassalle’s proposal of State credit might 
with advantage be adopted.” 134 Nishihara would echo this view of Lassalle and 


Wagner’s, that production cooperatives be made the basis of a new economy. 


Ee 


In Japan the earliest advocate of State Socialism was Shiba Teikichi, [IPE A t 


who would be an acquaintance of Nishihara’s in the late 1910s. His 1892 work On 
National Society (HZS im] made reference to both Dawson and Wagner's 
works.!35 Shiba admired the strength of the socialist movement in Britain, noting 
that in London alone there existed more than ninety socialist gathering places, but 
soberly acknowledged that the priorities of Japan was the strengthening ofthe army 
and the rectification of the Unequal Treaties - this was well before Japan’s victory in 
the war of 1895. Shiba observed that the solid basis of a prosperous economy is 
indispensable to diplomatic success in rectifying the treaties, which he argues is 
something that cannot be achieved with a starving population and in the absence of 
policies to boost productivity. 13° State Socialism, he argued, would greatly aid 
Japan’s “progress in production”, “national development’ and “the prosperity of our 
nation”.137 Shiba’s general line of argument was that if the state did not take 
initiative to implement social policy, it would be too late for the state to regain such 


initiative when more radical strands of socialism and anarchism take rootin Japan. 


132 Ibid., 9. 

133 Ibid., 6. 

134 Ibid., 8. 

135 Shiba, Teikichi. [#874] Kokka teki Shakairon (A National Theory of Society). [EZINE ia] 
Tokyo : Fuzanbo, [=] 1892, 4. 

136 Tbid., 108. 

137 Kada, Kairon, 216-219. 
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Shiba proposes the establishment of Poor Workhouses, [RKF] modelled upon 


those set up under the New Poor Laws in Britain. 


Shiba argues for extensive nationalisation of sectors such as railways, mines, 
salt, tobacco, the printing industry and the manufacturing of munitions, with 
Bismarck as an example of effective state ownership of railways - important also 
from a national defence point of view - and notes the usefulness to the state of a 
lucrative tobacco monopoly which produced 40 million marks per annum.!*8 Shiba 
moreover advocates on Bismarckian lines for factory legislation on items including 
maximum working hours and holidays, in addition to workers’ insurance schemes, 
with the rationale being that, since labour is an essential factor in production, a rise 
in the social status of labourers given enhanced state protection will eliminate 
“unproductive sentiments” amongst the labourers and contribute to a rise of 
productivity. 139 Shiba expresses a Saint-Simonian disgust towards the idle kept 
afloat by inherited wealth and argues that they should be subject to heavy taxes.1!40 
He argues also for the state ownership of land, which would be one way of depriving 
the idle of their inherited wealth. His inspiration was the American progressive 
economist Henry George, who became an important influence on Chinese 


revolutionaries, notably Sun Yat-sen.141 


Another possible inspiration for Nishihara’s Neo -Confucian State Socialism was 
the retro-reformist State Socialism of Yamaji Aizan. [LKÆLL] The son of the last 
Chief Astronomist [K Xx 7] of the Bakufu regime, Yamaji became a Canadian 


Methodist missionary in the 1880s and befriended the socialist-anarchist 


campaigner Sakai Toshihiko. [#241] In 1905 Yamaji started the State Socialist Party, 


HZA] in whose 1906 manifesto Humble Observations on Socialism, HEE ERE 


Fi] he painstakingly linked every State Socialist advocacy of his to a historical 
precedent in Japan or China - some as ancient as the Nara period in the 8* century 
- and declared that his State Socialism was an independent ideology rooted in 
Japanese tradition, in diametrical opposition to Marxism which was a “translated 


ideology”. Unlike Marxism which characterises the state as bourgeois property, 


138 Kada, Tetsuji [1H] IshinIgo no Shakai Keizai Shis6 Gairon (An Overview of Socio-Economic 
Thought after the Restoration.) [4ExT Li (@OH- ERA Bea] Tokyo : Japan Review, | H Æ 7aa¢t] 
1934, 80-87. 

139 Ibid., 74-80. 

140 Ibid., 107. 

141 Ibid., 57-59. 
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Yamaji argues that the emperor would stand with the poor against the rich.142 The 


state is described in organic terms, where Japan is one large family, a “Common 


Living Unit’, [HEAS] 143 with the emperor as the stem and the government its 
leaves. Associated to the Yamaji circle was Yano Ryukei, [K Fž8)2] an ex-bureaucrat 


who published in 1902 a utopian novel entitled The New Society. [#t+#] 


In bureaucratic circles, State Socialist forces congregated in February 1899 in 


the National Constitution Party, [#4] later to become the Empire Party. [775d] 


This party was one of two successor parties to the what had become of the 


“Bureaucratic Party”, [$4] the National Association. [EQE¢{,@] The other successor 


party was It6 Hirobumi’s [fF #3] Seiyukai. [Bt @] The National Constitution 
Party was led by a group of senior government officials who had had experience in 
economic administration.!** This party, andits successor Empire Party made it their 
aim the propagation of State Socialism and in its manifesto called for the “gradual 
nationalization” of transport, protection for labour, relief for the poor, and 
encouragement to agriculture, commerce and industry as well as developmental 
planning.!45 The party achieved little in parliament however and was absorbed into 


the Daito Kurabu, [KH] E4#%5] later the Central Club. [F-44845] This in 1913 joined 


Katsura Taro’s new party, the Rikken Doshikai, [12 |=]% @] which the English 
newspaper, The Japan Times, thought that some members of the public would find 


State Socialist, even “too progressive”. 146 


Prime Minister Katsura Taro [fX6{] had earnt his State Socialist credentials 


during the 1906-7 railway nationalisation policy. This had been preceded by the 
establishment of monopolies over the postal service and telecommunications, and 
in 1896 tobacco was subjected to a monopoly. Colonial policies in Taiwan were 
categorised by the Asahi Shimbun 14’ and the English Japan Chronicle as State 


Socialist. The latter, in describing a tariff policy of positive discrimination to 


42 Yamaji, Aizan. [HÆL] Shakai Shugi Kanken (Humble Observations on Socialism) [kt EX 
£ 51] Tokyo : Kaneo bun’endo, [#230] 1906. 143, 157-160. 
43 Ibid., 74-79. 
44 The party’s leaders as listed by the Yomiuri Shimbun included Kaneko Kentaro, | & 7T ZKE] 
one of the drafters of the Meiji Constitution and former Minister of Agriculture and Commerce; 
Saito Shtichiré, [FRE—Ep] diplomat, industrialist and former Vice Minister of Agriculture and 
Commerce; and Arakawa Kunizo, |t) [}6it] former Prefect of the Fukui Prefecture and later head 
of the Prefectures Bureau of the Interior Ministry. [NYANE] 
145 Yomiuri Shimbun, 1899-02-04, p.1; Asahi Shimbun, 1900-01-25. 

146 “The Japanese Press from Day to Day”, The Japan Times, 1913-02-09. 

147 “Seifu Senbai no Ryuko” (The Proliferation of Government Monopolies), Asahi Shimbun, 1905- 
11-18. 
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encourage Taiwanese sugar planters to the detriment of producers from the 
Metropole, writes that “Japan is adopting a form of bureaucratic State Socialism that 
at the same time encourages the formation of a trust or a monopoly system to the 
benefit of a group of individual capitalists. Nowhere is the effect of this system more 
evident than in Formosa [...] The object of the Government has been avowedly to 


encourage an ‘infant industry’”!48 - a concept which has clear Listian roots. 


During the 1880s-90s “railway mania” took hold of Japan and many companies 
were established without due consideration of their viability. 149 Railway 
nationalization was mooted during the two financial crises of 1890 and 1898 as a 


form of government relief, but it wouldn’t be thought of as part of a developmental 


policy, until in 1901 the Minister of Posts Den Kenjiro [#34] drafted a 


memorandum which made reference to Bismarck’s railway nationalization in 
Prussia, implemented after 1879. In a rather optimistic tone and totally neglecting 
Bismarck’s earlier lack of success at convincing the German Diet to nationalize all of 
the country’s railway network, Den credited the massive increase of German 
productivity, which has surpassed that of Britain and France, to state ownership of 
the railways.45° The proposals were revived in the aftermath of the Russo -Japanese 
war, when the army and the Ministry of Posts rejected a plan for US investment in 
the Korean and Manchurian railways, preferring state control. In preparation for 
works to widen the gauge of the Japanese railways from 3ft 6in to 4ft 8.5in as found 
on the continental network, Katsura’s government successfully passed legislation to 
purchase compulsorily 17 private railway companies, increasing state-owned 
mileage from 1718 to 4706 miles - from 37% to 91% - and reducing privately- 


owned mileage from 2885 to a mere 496 miles, or from 63% down to 9%, 151 


The Asahi Shimbun, in an editorial consistent with its usual tone against 
government intervention in the economy, called Katsura’s policy State Socialist. It 
said that Japan did not possess the financial means to carry out such a policy, unlike 


Germany which benefitted from the large war indemnity paid by France.!52 Chinese 


48 “The Government and Formosa Sugar”, The Japan Chronicle, 1910-10-13. 

49 Oshima Fujitaro. [AEERAES] Kokuyü Tetsudo no Shi teki Hatten. (The Historical Development 
of State Owned Railways) [HAREA HAVE] Tokyo : Itō Shoten, 1949, 30. 

50 Kobayashi Hideo, [/| (tie Z] Taisho Seihen - Kokka Keiei Koso no Funretsu. (The Taisho Coup 
— A Split in the National Developmental Vision) | KERS — HZR SD] Tokyo : Chikura 
Shobo, 2015, 206-213, 

51 Oshima, Tetsudo, 41. 

52 “Tetsu Koku Riyusho wo Yonde”, (Reading the Explanatory Note to the Railway Nationalisation 
Policy) ARE #8] Asahi Shimbun, 1906-03-06. 


LEUNG Early Developmentalist East Asia 53 


constitutionalists and revolutionaries in Japan also quoted from the Japanese press 
and referred to the railway nationalization policy as State Socialist!53 - proving that 
this perception was at the time widespread. Japan seemed for many to be one of the 
most interventionist governments around the world, and it was this which would 
set an example for China. The Japan Times wrote that “All things considered there is 
probably in this country about as much State socialism as there is in Germany.” 154 
Hamilton Holt, editor of The Independent in New York, wrote the following editorial 
after spending three months in Japan in early 1912, and correctly characterised the 


Japanese government's State Socialist drive, under the so-called “Katsura-Saionji 


ah 


System [Es 


|] where Katsura Taro and Saionji Kinmochi [A342] were 


alternately prime minister in 1901-1913, as being, in essence, State Capitalist - 


“The leadership of the Japanese government is nowhere better exemplified 
than in the progressive steps it has taken along the lines of State Socialism. It 
owns and operates the post office, telephones, telegraphs, wireless, gas, 
electricity, water, railroads and the tobacco, salt and camphor monopolies. It 
subsidizes many businesses such as shipping, banking, etc. Indeed, the 
ramifications of the Governmentare to be seen everywhere. Japan has gone 
into these ‘socialistic’ measures, however, not from any conversion to the 
tenets of Socialism, but because she has wanted to make money. A good part 
of the national income comes from the operation of public utilities and 
monopolies. Nevertheless, Japan today approximates more toward what is 


known as State Socialism than any other nation in existence.” 155 


153 Liang Ch’i-ch’ao, “Shehui Geming Guowei Jinri Zhongguo suo Biyao hu” (Is Social Revolution 
Necessary in China Today?) [HE EMRASH PEATE] in Xinhai Geming Qian Shinianjian 
Shilun Xuanji. (A Compendium of Political Opinion Pieces during the Decade before the 1911 
Revolution) [24242 ap Ai|--4F fA ag BEL] Vol. 2 Lower. Beijing : Joint Publishing, 1960, 357; Feng 


AI 


Tzu-yu, D5 ] “Minsheng Zhuyi yu Zhongguo Zhengzhi Geming zhi Qiantu” (he Doctrine of 
Popular Livelihood and the Future Course of Political Revolution in China) [RE ERA PRPC 


an ZAJA] in ibid, 425. 

154 “Too Much Government”, The Japan Times, 1911-05-07. Incidentally, the ASSP was not totally 
in support of this form of State Capitalism. Horie Ki’ichi from the Leftwing of the ASSP actually 
encouraged the privatisation of these government-run industries and monopolies in a speech 
made at the ASSP annual conference in 1916. In the midst of the First World War it is 
understandable that his suggestion was not seriously considered. See Taiyoji, Junichi. | Abj=FIllA 
—] “Introduction”. In Kangyo to Hogo Kaisha Mondai (The Problem of Government Industries and 
Protected Corporations). |[B3# (Ree & tl] Shakai Seisaku Gakkai Shiryo Shtsei (Association 
for the Study of Social Policy Historical Materials Compilation), Vol. 10 [HERRAS PRER 10 
Æ] Tokyo : Ochanomizu Shobo, [HRK] 1977. 1-6. 

155 “Japan Today”, The Japan Times, 1912-05-26. 
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2.2.2 State Socialism and State Capitalism in China, 1893-1918 


In the early 1860s modern industry was non-existent in China; fifty years later15¢ 
the country was partner to Nishihara’s industrialisation proposals and was on its 
way to becoming a developmental-authoritarian state. Governmental attitudes to 
industry took an about turn during the two decades from 1895-1915; this had much 
to do with Japanese influences, and indeed many developments took place in Japan. 
Repeated attempts were made up to 1918 at establishing State Capitalism in China, 
first by the Manchu regime, and then by the Republican government; the official 
ideology went from protectionism and “import-substitution” to a more general 
notion of “State Socialism”, which meant Developmentalism to its advocates. At its 
height in early 1917, China was not only conducting nationalisation, but had taken 
the first steps towards social legislation. The Chinese state, which had begun to 
experiment with methods of controlling the industrialisation process, had every 


reason to be awilling, and able partner, to Nishihara’s industrial proposals. 


China’s progressive elite, during the years 1895-1915, were in general pro- 
Japanese and pan-Asian in addition to harbouring nationalistic sentiments. Instead 
of revanchism, defeat in 1895 sparked off curiosity and admiration for Japan. Pan - 
Asian political cooperation was seen as a necessary component of, or a logical 


extension to, Chinese Statism. A prominent example of such thinking can be found in 


the telegraph and shipping administrator Cheng Kuan-ying, [#4 JÆ] himself a 
comprador for the British firm Dent & Co. He became an important influence on the 
1898 Reform Movement and is universally credited by Chinese historians as a 


nationalist economist who theorised, in 1893, a policy of commercial warfare in his 


156 Albert Feuerwerker divides these years into four periods — 1. 1862-1877 -— a period of “military 
industry” where efforts were concentrated on building modern arsenals and naval dockyards; 

2. 1878-1894 -a periodof kuan-tu shang-pan, [| Ef IY}] or “Mandarin-supervised and Merchant- 
managed” industry, “characterised by official sponsorship of [...] cotton spinning and weaving, 
and of mining”, in addition to the establishment of the China Merchants’ Steam Navigation 
Company, which enjoyed periods of relative success in its shipping business; 

3. 1895-1902 - “foreign industry established itself firmly in the treaty ports on the basis of the 
‘most-favoured nation’ provision”, according to which all powers now enjoyed “the right to engage 
in manufacturing granted to the Japanese” in the Treaty of Shimonoseki; and 

4. 1903-1911, “a period of intense foreign economic rivalryin China, active government promotion 
of industry, and greater response from the populace.” (Albert Feuerwerker, China’s Early 
Industrialisation : Sheng Hsuan-huai (1844-1916) and Mandarin Enterprise. Cambridge, 
Massachusetts : Harvard University Press, 1958, 9.) 
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book Words of Caution for Prosperous Times. [R tf&®] Cheng’s arguments, which 


have been compared to those of Friedrich List,157 were that - 


“direct government aid and support of Chinese commerce and industry 


was a vital necessity. He defined his position as advocating ‘the use of 


official authority [##] to compensate for the weakness of the merchants. 


Rather than official interference in individual enterprises, Cheng called for 
the government to establish technical schools, invite foreign experts to 
come to China, grant patent rights, reduce the export tariff and increase 
the import tariff, and establish regional chambers of commerce. But as 
most important he stressed the need of government support for the 
development of manufacturing [...] by lending official funds to new 
enterprises and by reducing the burden of likin and other taxation [...] To 
provide a base for these consumption-goods industries, heavy industry 


such as coal, copper and iron mining was to be fostered.” 458 


Whatis not usually mentioned is that Cheng Kuan-ying, by mid-1898, was a founding 


executive of the Shanghai branch of the Asia Society, [riy] and even penned 


its charter on 14th May.!9 It was decided that Cheng would be Vice-President of the 


association, whilst the Japanese Consul in Shanghai, Odagiri Masunosuke hE 


= Zø] would be its President.!©° These events took place under the backdrop of 
Germany’s seizure of Shantung in November 1897 and fears of Russian 
encroachment, all of which provided Japan a brilliant opportunity to regain hearts 


and minds in China. 161 The Shanghai Asia Society was federated to its Tokyo 


57 Xian, Wen. [44X] Wanqing Zhongshang Sixiang Yanjiu (A Study of Mercantilist Thought by the 

End of the Ch’ing Dynasty) [PAER ENA] PhD Dissertation, Northwestern University, [FaIEX 
&] 2008. 188-204 
58 Feuerwerker, China’s Early Industrialisation, 38. 
59 Hazama, Naoki. Riben Zaoqi de Yazhou Zhuyi. (Early Japanese Pan-Asianism) | H AFHAKEN 
E35] Zhang Wen, [5R22] trans. Beijing: Peking University Press, 2017. 72. 
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headquarters, and was managed by an obscure figure, Azuma Heiji, [518] who 
published a large amount of political literature in Chinese including in 1899 the 


ape 


Organic State Theory [E32 Kisii] by the Swiss jurist Johann Caspar Bluntschli; this 


text would make a great impact upon the Constitutional-Monarchist leader Liang 
Ch’i-ch’ao, and demonstrates how Pan-Asianist organisations contributed directly 
to the initial growth of Chinese Statism. Newspaper reports in Shanghai spoke of 
how such organisations could foster a common alliance in future against European 
onslaught.1® Yet there were limits to such cooperation. Odagiri decided to take out 
one of the clauses of the charter, which stipulated that “were peace in Asia be 
disrupted, the members of this association would do their best to mediate and 
restore the continent to its prior cordiality.” This is presumably because such 
obligations limited Japanese diplomatic options. Cheng Hsiao -hsu, [#24] another 
member, threatened to quit the association were this clause to be removed; the 
matter was left undecided at the inauguration meeting on 16th June, 1898. By 
September however, the Reform Movement in Peking had been usurped by the 
Empress Dowager’s counter-coup, and the Shanghai Asia Society went into practical 


dissolution, though the Tokyo headquarters remained in existence and would later 


be merged with the To'a Dobunkai [32th /=]3c @] of Konoe Atsumaro. [37 #7]! 


Japan was also implicated in the Reform Movement in Peking. The leading 


reformist, Kang Yu-wei [$84] had ordereda Chinese translation to be done by 


one of his disciples, Chen Kao-ti, [f=] of Tarui Tokichi’s!%* [te ] 1893 On 


the Great Eastern Confederacy, [KRG #hii] to be prefaced by an introduction by 


another disciple, Liang Ch’i-ch’ao. [X fute] On Kang’s instigation, a chapter was 
added into Tarui’s text to elaborate on how setting up a new Confucian Church could 
reunite China and Japan spiritually and politically, and to suggest that if western 
countries used a Christian calendar, the two countries could use a Confucian 


calendar, with year 1 marking the birth of Confucius. Liang’s introductory text, 


a Theory of Sino-Japanese Alliance) | RERS DHL AA E Bigs RAs O KR & feb] Tokyo : 
Kenmon Shuppan, [HXH] 2015. 85. 

162 “Xinwenbao”, [#rf}#z] 1898-06-08, quoted in Ibid., 82-83. 

163 Hazama, Yazhou Zhuyi, 74-75. 

164 Tarui had been the founder of the "part-socialist part-anarchist" Oriental Socialist Party [HU 
*L@] in May 1882, having learnt about socialism whilst in Shanghai. The party was dissolved 
by the Japanese government not longafterits formation, and Tarui was arrested in January 1883. 
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however, was somewhat less optimistic; although he called Tarui “a heroic man” 


Liang warned of ulterior motives beneath Tarui’s superficially fair analysis. 165 


In April 1898 Kang set up in Peking a Society for National Salvation [REI] 


followed by provincial branches in Yunnan, Chekiang [;#f}] and other places; a 


Revive Asia Society [H1 ®] was also set up in Tientsin [XK}#] in June by Kawasaki 


Shizan, UII] an agent of the Japanese Association of Oriental Nations. [RFK 


€]166 Inspired by Tarui’s text, the organisations tried to convene a meeting onthe 
subject of merging China and Japan into one country. This envisioned in fact an 


unequal partnership, with Japanese direction in reforming China; the Chinese 


participants fantasised that they could “borrow Japanese talent”. [f#7]1°” Yet the 


plans fell through by June. At the end of the month, Ito Hirobumi resigned as Prime 


Minister and was succeeded by Okuma Shigenobu. [KIEZE tš] Ito then left for Korea 


and China; in Peking his visit was highly anticipated, and his experiences in 
reforming Japan were regarded as valuable for China, to the extent where it was 
rumoured that Kang Yu-wei suggested to Emperor Kwang-hsu [3¢4%4] that Ito be 
retained as advisor to the Chinese government. This met fierce resistance from the 
Empress Dowager, who had also received intelligence by mid-August that Kang Yu- 
wei was plotting a coup d’état to seize her at the Summer Palace. 168 On 19% 
September, 1898 the Empress Dowager moved back to the Forbidden City from the 
Summer Palace. On 20t September Emperor Kwang-hsu received It6 Hirobumi. The 
Chinese Emperor praised Ito for his contributions to the Meiji reforms, and asked 
him to offer advice to any government department he chooses on the matter of 
China’s reform. He also expressed his will to collaborate more closely with the 
Japanese Emperor.!©? The next day, on 21st September, 1898, the Empress Dowager 


launched a coup d’état and placed the Emperor in custody. 


During his escape upon a Japanese naval vessel, Liang Ch’i-ch’ao obtained a 


copy of the political novel Strange Encounters with Beautiful Women [=A > 728] 


written by Tokai Sanji [323#x-E] - the nom de plume of Shiba Shiro, [482UBA] a 


65 Liang Ch’i-ch’ao, “Dadong Hebang Xinyi’ Xu”, | KREIS Fe] in Xia, Xiaohong, [BET] ed. 
Yinbingshi Heji’ Jiwaiwen (Shang) (Essays not Included in the Yinbingshi Anthology - Upper 
Volume) | (kZ AH) hx (E) ] Beijing: Peking University Press, 2005.15-16. 

66 Fujiya, Bojutsu Sethen, 70-73. 

67 Ibid., 86. 

68 Mao, Haijian. [E] Wuxu Bianfa Shishikao Chuji (A First Compilation of Research on the 
Historical Facts of the 1898 Reform Movement). | RRES EEKE] Beijing: Joint Publishing, 
[=p EE] 2012. 133-134. 

69 Ibid., 445-446. 
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member of the National Association of Economics who had studied at Harvard 
University and received in 1884 a Bachelor degree in Finance from Pennsylvania 
University; during this period Shiba had come under the influence of the American 
institutionalist economist Henry Charles Carey,!7° the son of Mathew Carey. The 
elder Carey, the author of several works on economic protectionism, had been 
financially helped by the Marquis de Lafayette in the 1820s. He became a major 
influence upon Friedrich List, whom Lafayette had brought to the United States.171 


The works of the younger Carey!72 were also translated, along with that of List, by 


Oshima Sadamasu and Inukai Tsuyoshi [K#%4] circa 1890. At the start of Shiba’s 


mH 


novel, one of the beauties, an Irish woman named Colleen [4.34 %--] recounted how 


Britain annexed Ireland, and how the Ottoman Empire, Egypt and India - 


“are independent in name only and notin fact. Their trade is in imbalance 
year after year and bullion flows out of their borders. Although they are 
not tributary states of Britain, their situation is no different from offering 
as tribute to Britain the lipids [read : riches] that have been squeezed out 


of their own citizenry.” 173 


Once in Japan, Liang set about translating the novel into Chinese, and was helped by 


Luo Pu, [2#%] another disciple of Kang Yu-wei. Mori Tokihiko [#44] believes that 


this novel, which critiqued British laissez-faire liberalism and championed 
economic protectionism, transformed Liang’s economic and political thinking, 
converting him to Statism. A year after arriving in Japan, Liang wrote that 
“Universalism belongs to the ideal, and Statism belongs to the factual. Universalism 


belongs to the future, and Statism belongs to the present.” 174 Liang’s “Statist Turn” 


HER] was helped by his contact with the Japanese Statist and “Taigaiko” [St 


170 Mori, Tokihiko. [XIZ] “Liang Qichao de Jingji Sixiang”, [22 PUERA EAE] in Hazama, Naoki, 
DRIES] ed. Liang Qichao, Mingzhi Riben, Xifang (Liang Ch’i-ch’ao, Meiji Japan, the Occident) [34 
Kua- HAG AX - PA] Beijing : Social Sciences Academic Press, 2012. 204. 

171 Hudson, America’s Protectionist Takeoff, 19-23 

172 Henry Charles Carey was also an indirect influence on Bismarck’s State Socialism. During the 
depression of the 1870s, Wilhelm von Kardoff, a close friend of Bismarck’s and the founder in 
1875 of the Central association of German Industrialists, started a campaign for protectionist 
policies and his main work, Against the Current, publishedin 1875 was subtitled “A Critique of 
the trade policy of the German Realm from the standpoint of Carey’s researches.” See Wilhelm 
von Kardoff, Against the Current! A Critique of the trade policy of the German Realm from the 
standpoint of Carey’s researches. Michael James Carr, trans. Washington : EIR News Service, 
2016. 

173 Donghai Sanshi (Tokai Sanji), [BOSE] Jiaren zhi Qiyu. (Strange Encounters with Beautiful 
Women) [EA 4728] Shanghai : Zhongguo Shuju, [FRE] 1935.29. 
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Abhi] activist Kuga Katsunan, [[##3—3]175 who had been an associate of KoOmuchi 


Tomotsune and a member of the National Association of Economics; another 


influence upon Liang was Nakae Chomin, [HIJ] the Jiyuminken Movement [Hi 4 


y 


RAE 


in 


$j] activist whom by then had completed his own Statist turn.176 Liang was 


introduced, via a Chinese version rendered by Azuma Heiji of the original Japanese 
translation, to Bluntschli’s Organic State Theory.1”’ This further intensified Liang’s 
Statist tendencies - he was convinced that the interests ofthe state came first before 
the interests of its constituents, being the individual citizen.178 For Bluntschli, the 
State grows organically and has its own consciousness; “the State itself is the 


rationale for its existence and actions; there is no need to seek its basis of legitimacy 


anywhere else.”!”9 Liang became editor in chief of the New People’s Gazette, [#* R3 


#3] a Tokyo-based Constitutional-Monarchist paper arguing for an “enlightened 
despotism”, regarded as the best political system for the purposes of civilising the 
Chinese people who were deemed unfit for democracy and self-rule. In 1903 Liang 


was invited ona tour ofthe United States, and wrote in his travelogue that - 


“Most likely, radical Socialism is not only impracticable in China today, but 
also in Europe and America, and if put into practice would deliver more 
disadvantages than words could describe. Yet what has recently been 
called State Socialism is an ideology that becomes sounder by the day, 
and many of its aspects can be adopted by China, with greater ease than 
when implemented in Europe or America. This is because State Socialism 
uses an extremely autocratic method of organization to put into practice a 
spirit of extreme equality, which miraculously matches the nature of 
Chinese history. Although the seizure of all land by the state must not be 
carried out, state ownership of the bulk of grand enterprises such as 


railways, mines and all kinds of manufactures could be done in China with 


75 Wang, Mingwei. [=E4Af] “Liang Qichao yu Lu Jienan de Guomin Zhuyi” (Liang Ch’i-ch’ao and 
Kuga Katsunan’s Nationalism) [ZE tHE aR = #8] In Guizhou Social Sciences, [AJH ST 
=] 2009 (9), no. 237, 120-123. 
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Shanghai : Shanghai Bookstore Publishing Co. [_L¥2$/5] 2009. 122-169. 

77 See Bastid-Bruguiére, Marianne. “Zhongguo Jindai Guojia Guannian Suyuan - Guanyu 
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> HM] In Jindaishi Yanjiu, [ACL HST] 1997 (4), 221-232. 
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greater ease than in Europe or America, provided that the right people are 


there to put this policy in place.” 180 


Liang did notbecomea consistent supporter, however, of nationalisation. That same 


year Liang published in Tokyo a pamphlet entitled “Trusts - the Grand Spectre of 


the 20t! Century”. [ZHE E E+] Liang wrote that the two main tendencies in 
economic thought during the previous two decades had been “imperialism” - 
representing the interests of the State; and “socialism” - representing the under- 


privileged.18! Either way, developments in the 20tt century will be a “reaction” [/z] 


to the laissez-faire of the 19th century; the formation of industrial trusts has become 
inevitable given the development of capitalism, as shown in the case of the United 
States. Liang believed neither the banning of trusts nor giving them a total free hand 
to be desirable, and that the nationalisation of trusts, as advocated by the socialists, 
would not be permissible under present social circumstances. Yet, Liang wrote, it 
would be best for the State to enforce its right of supervision and interfere directly, 
or indirectly, in the affairs of the trusts - and this includes powers to enforce special 
tax rates and minimum wages on trusts, to force the trusts to publicise their 
accounts, to dissolve the trusts when they interfere with public interest, and to 
inspect the products of the trusts in order to protect the rights of the consumers; 
there should also bea new tariff policy, whereby tariffs on imports are lowered for 
goods where the extent of the monopolyis greatest.182 Liang argued for government 
policies to encourage the growth of industrial trusts and conglomerates - ie. the 
centralisation of all economic activity into the hands ofa few combines, to be backed 
by strong political leadership, which would ensure enough capital to import modern 
production equipment that will allow effectively competition on the international 
market.183 It is worth noting that this is more or less the “State Monopoly Capitalist” 


economic model taken up by post-war Japan and South Korea. 
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Liang’s publications, which had a great impact on the Chinese student 
community in Tokyo, were smuggled en masse to China as well as being sold in 


Korea to the Chinese-literate community, who were often members of the 


aristocratic-literati, or yangban. [pi Ht]'84+ Around 1901 a group of Chinese students 


in Tokyo started a journal entitled Compilation of Translated Literature. [3524] 


The editorial committee included Chang Tsung-hsiang [#5<¢#] and Tsao Ju-lin, [#3 


3k] both to become key figures in the negotiations for the Nishihara Loans in 1917- 


34 


1918. On its first issue, the journal published a Chinese translation, apparently of 
Oshima’s Japanese edition of the First Book of Friedrich Lists’s National System of 
Political Economy.185 Issue 7 contains a Chinese translation of the legal scholar Tachi 


Takutaro’s [ZF Ah] translation of the 1898 book China in Transformation [HE 


Za] Written by the British colonial administrator, Archibald Ross Colquhoun, who 


urged the industrialisation of China and the construction of railway and canal 
networks.186 In Liang’s works as well as the students’ translation journals emerged 
anew and more sophisticated understanding of what China should do to rid itself of 
its passive, humiliating position in international affairs, and of the role ofthe modern 
government beyond the simple, abstract traditional notion of a ‘benevolent ruler’; 
this amounted to nothing less than a paradigm shift. In 1905 Liang, though a 
banished exile, was commissioned as ghost-writer for five ministers who toured 
Europe and America to inspect the achievements of constitutionalism. 187 The 
Empress Dowager had been, since 1901, committed to modernisation, with reforms 


taking place in policy aspects ranging from policing to education, whilst local 


184 Paek, Young-seo. [Bai Yongrui] Sixiang Dongya - Chaoxian Bandao Shijiao de Lishi yu Shijian. 
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but was arrested by French Concession Police; he diedin house arrest in Hue in 1940. See William 
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Studies 31 (1) (Nov, 1971), 77-88.. 
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autonomy was promoted through the establishment of provincial councils, [7/5] 
which culminated in the convention in September 1910 ofa provisional parliament 


known as the Advisory Council. [Exi] 


On the economic front two men spearheaded the modernisation process - 


Viceroy Chang Chih-tung [5234] with his steelworks in Hanyang, and Yuan Shih- 


kai. [2 tH 1] who was Li Hung-chang’s successor as Viceroy of Chihli [HK] and 


Į 


Peiyang Minister. [1}4E2] The Viceroys placed their economic investments in the 


hands of able administrators who totally diverged in their economic thinking; 


together they were known as “Chang for the south and Chow for the north”. [FA5R]E 


fl] In Tientsin, [3] Yuan’s protégé Chow Hsueh-hsi [2&8] was placed in charge 


of government-run enterprises including gas, electricity and water supply, in 


addition to a Bureau of Crafts, [Jbž T#}5] silver and copper coin mints, a paper mill, 


an ironworks, a cement factory and collieries.188 Yuan Shih-k’ai trusted nobody but 


Chow on financial matters and treated him as his personal accountant. [fi 5¢4E]189 


On the other hand, in Nantung [p28] to the north of Shanghai, Chang Chih-tung’s 


protégé Chang Chien [522] -amember of the Shanghai Asia Society in 1898! - built 


cotton mills and managed them on strict business principles, in addition to making 
Nantong a ‘model city’. Chang emphasised private participation in industrial and 
agricultural projects; although he argued for “the need for active state support for 
the opening of new land to cultivation [in] the form of long-term tax exemptions, 
reforestation projects, and education [...] the actual projects were to be carried out 


by mercantile joint-stock companies, and by agricultural associations.” 191 


At the very top of the hierarchy, Statist economic ideology was being 


disseminated amongst Manchu aristocrats by their lecturer Yang Tu, [%%/E]a 


graduate of Hosei University DRA] who received a joint-recommendation from 
both Chang Chih-tung and Yuan Shih-k’ai to the Empress Dowager on 20t April, 


1908. Yang’s classes for the nobles at the Summer Palace in April-May 1908 was 


based on a text entitled The Doctrine of Gold and Iron [4% 33%] that he had 


188 Xu, Jiansheng [FE] & Xu Weiguo. [FHE] Qingmo Minchu Jingji Zhengce Yanjiu. (A Study 
of Economic Policy at the End of the Ch’ing Dynasty and the Early Republican Period) [AKER 
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published in serial format on a Chinese newspaper in Tokyo.192 Meant to be an 
update to Bismarck’s Doctrine of Blood and Iron, Yang argued that China could only 


survive in this barbaric world by mobilising itself with an “economic militarism” [g 


HAREZ] in order to emerge victorious in economic warfare. Japan served for 


him as the role model of an “economic warfare state”. [2% }## it [j]193 He quoted 


Liang Ch’i-ch’ao’s advocacies and emphasized again the need for an enlightened 


despotism that would make “production” its priority, followed by “distribution”, [#Æ 


Ry > Nit] warning that failure to do so would result in proletarian socialist 


uprisings.!9* Though being a constitutionalist who proclaimed, during his classes for 
the nobles, that he shall risk his life to mobilise popular support for the convention 
of a democratically-elected parliament, 19° Yang Tu regarded parliamentary 
institutions as a means of instilling a collectivist consciousness in the minds of the 
Chinese, writing that “China has progressed in its national level from feudalist 
society into national society [...] the Han peoples have evolved from nationalism into 
statism, but without having broken the remnants of their concept of the family clans, 
they are still not fully made into citizens ofa military state.”1%° It is very possible that 
Yang took these notions from the veteran translator and Greenwich Naval Academy 


graduate Yen Fu [f1] who also described a similar evolutionary tendency from 


pel 


feudalist [At] to militarist society, [#Ed¢t@] and thought of such an evolution 


to be a form of individual liberation - being the emancipation of a person from 
feudalist blood and clan relations and family bonds, to allow him to assimilate into 


larger and more modern collectives, such as the State.19” 


It was also in 1906-7 that a debate on Socialism broke out between the 
Revolutionaries under Sun Yat-sen and the Constitutional-Monarchists under Liang 


Ch’i-ch’ao. During their early years in Tokyo, Inukai Tsuyoshi [XK] had attempted 


to reconcile the two parties to no avail.198 The two sides were divided on anumber 
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94 Yang, Tu. “Jintie Zhuyi Shuo”, (The Doctrine of Gold and Iron) in Ibid., 80-81, 89. 

95 Zuo, Yuhe. [Æ] “Daoyan” (Introduction), in Ibid., 6. 

96 Yang, Tu. “Jintie Zhuyi Shuo”, in Ibid., 123. “K PRAREEEHPEHS > H/LMARARHe 
[...] BRIBE CH RIKER REMA BARER > EMA EA RRA > ki SASSER 
Fe” 
97 Qin, Hui. [# Zouchu Dizhi (Emerging from Monarchy), [ 
Chubanshe, [#Sitihktt] 2015. 326-327. 

98 Lai, Liang Qichao, 150. 


4 


fill] Beijing : Qunyan 


mu 
Er 
co 
= 
a 


= 


64 Early Developmentalist East Asia LEUNG 


of issues that included the necessity ofa social revolution, the need for a capitalist 
class, the admittance of foreign capital investment, and state ownership ofland. Both 
sides used as a reference the works of Richard T. Ely, the American institutionalist 
who had studied under the German historical school economist Karl Knies.199 The 


debate also gave Liang a chance to quote from the works of economists Gustav von 


Schmoller, Adolph Wagner and even the Marxist economist Kawakami Hajime. [D] E 


i 


]2°° Liang opposed social revolution on the grounds that China did not have the 


ingredients that made social revolution necessary in Europe - an oppressive 
aristocracy and clergy, primogeniture and heavy taxes, suggesting that “The first 
priority should be to reward capitalists, with protecting labour being the second 
priority.” 201 Liang disagreed with Sun’s welcoming attitude towards foreign 
investment and his notion that free trade will prevent enterprises from slackening, 
arguing for protectionist measures on Statist lines. Liang also harboured the 
optimistic view that the profits of enterprises would be shared socially due to their 


joint-stock composition; this earned him mockery from the Revolutionaries. 2° 


State Socialism became integral to the revolutionary ideology. Feng Tzu-yu DE 


] mentioned in 1906 the formation of Yamaji Aizan’s State Socialist Party in the 


previous year, and noted that the Meiji government, under the influence of State 
Socialism which had already “achieved much” in Germany, had nationalised and 


monopolised a number of industries ranging from railways to tobacco. Feng was 


careful to translate State Socialism as “The State Principle of Livelihood”, [HZ R4 


3] as opposed to the Japanese translation Kokka Shakai Shugi. [Hz = 35] He 


thought that the best timing for its implementation would be under a the military 
governmentset up immediately after the hypothetical revolution, for it would be too 
late to do so after private capital has already rapidly expanded due to improved 
economic circumstances, post-revolution. 293 On the other hand, Liang and the 


constitutionalists disapproved of Social Revolutionism KHS 17-33] as promoted 


by Sun Yat-sen’s camp, on the reason that China did not yet possess the conditions 


for setting up a Social Revolutionary State which would double as the “Sole Company” 


199 Ibid., 156 note 62, 159. 
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[4-4 — 2 2 5]] in the country, in charge of clothing, feeding, housing and employing 
all of its population - Liang thus accurately forcasted the Soviet model that would 


arise a decade later. On the other hand the constitutionalists approved of Social 


Reformism [*¢ m & E38] as manifested in Japan’s policies of state control over 


railways, tramways, electricity, gas and water supply - described as a policy to 
prevent the profits of these natural monopolies from concentrating in the hands of 
the few - in addition to other aspects of Bismarckian State Socialism : the 
promulgation of factory and industrial cartel legislation, compulsory insurance, the 
promotion of workers’ savings, and a progressive profits tax and inheritance tax 
regime.2 In short, despite the virulence of the debate, both the revolutionaries and 
the constitutionalists subscribed to similar notions of State Socialism, only that the 
revolutionaries saw it as being Socialism and the constitutionalists thought of it as 


being a subset of Statism. 


The main battlefield between the two camps was however over the question of 
land ownership - an issue of perpetual political importance in Chinese history. The 
Revolutionaries, inspired by the advocacies of Henry George, predicteda rise in land 
prices with the construction of railways, and warned that the concentration of such 
land in the hands of a few would be unfair. “Only via the doctrine of State Ownership 
of Land [...] could the great part of capital in the country be also claimed by the state. 
Our policies, if implemented, will require no rewarding of capitalists; in fact, no large 
capitalist will emerge in this country. With the State as the largest landowner, the 
State will also be the largest capitalist.”2°5 The Revolutionaries further attacked 
Liang for “worshipping Socialism on questions of distribution and opposing 
Socialism on questions of production”, noting that Liang approved of progressive 
income tax rates, death duties, factory legislation and laws on industrial trusts. 206 
The results of the debate was inconclusive, for Liang’s New People’s Gazette was 


disbanded before the debate had ended. 


The debate was conducted against the backdrop of continued controversy over 
whether the Chinese State should own its railways. Adolph Wagner’s influences are 


present in an essay from 1906 by Chu Chih-hsin, [4 #4 fs] revolutionary and 


secretary to Sun Yat-sen. It was entitled The Socialist Perspective on Public or Private 
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Management of China’s Railways, in which Adolph Wagner was quoted as having said 
that “Should there not be a special reason for which railways should not be publicly- 
owned, the nationalisation of railways would be desirable.” 207 The Revolutionaries 
were however by no means in support of a nationalisation policy conducted by the 
Manchu regime; this was whilst most of the Constitutionalists were opposed to 
nationalisation, with Cheng Kuan-ying and Yang Tu - then a student leader in Tokyo 
- fighting hard battles from within and without China 2°8 for continued private 
ownership by the country gentry and emergent bourgeoisie of railway projects. 
Many of these had stalled due to financial difficulties - a condition which lent the 


State excuses for nationalisation. Sheng Hsuan -huai, [$€] also a member of the 


Shanghai Asia Society in 1898,299 was another protégé of Viceroy Chang Chih-tung. 
As Director of the Chinese National Railway Company and later Minister of 
Communications, he was under heavy attack for even contemplating nationalisation, 
a matter which rumbled beneath the surface until its formal announcement in May 
1911 - by which time Yang Tu, having risen rapidly through the hierarchy and 
appointed Chief of the Statistics Bureau, reversed his stance and warned that the 
slow construction of private railways would delay developmental opportunities for 


China.21° The announcement that the state would take over the railway mainlines 


Brat] - which was not submitted for discussion in the Advisory Council or 


the Provincial Councils - unleashed a wave of fury particularly in Szechwan, where 
the purchase of railway bonds had been compulsory. The protests in Chengtu [s& #1] 
were bloodily repressed, and extra forces were sent in from Hupeh; seizing this 
opportunity, revolutionary elements in the army at Wuchang staged an uprising on 
10th October and soon received widespread support from the various Provincial 
Councils dominated by Constitutional Monarchists. Many of them had already lost 
faith in the Manchu regime for having denied, for a fourth time, their pleas to 
convene an elected parliament, with the last straw being railway nationalisation and 


the appointment in May ofa cabinet dominated by Manchu nobles.?14 


Sheng Hsuan-huai’s inspiration had come from the 1906-7 nationalisation of 


Japanese railways. In September 1908 Sheng travelled to Japan, where he stayed for 
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almost three months, during which time both the Emperor Kwang-hsu and the 


Empress Dowager passed away. On 21st, 224 and 24th October, 1908 Sheng met 


with Goto Shinpei, Minister of Railways Hirai Seijiro PE} — Bp] and Prime Minister 


Katsura Taro respectively. In his travelogue Sheng wrote, after meeting Goto, that 
China might in future learn from the latter’s railway nationalisation policy, but that 
this would need to wait until the completion of a basic railway network in China, 
with the opening of the Canton-Hankow and Szechwan-Hankow lines.?!2 Katsura 
boasted to Sheng that the nationalisation of the 17 railway companies produced a 
total capital of six hundred million yen; he also discussed the initial difficulties with 
operating the Yawata Steelworks and suggested that because much of the ore used 
at Yawata was being imported from Tayeh in China, that perhaps Tayeh could also 
be jointly operated by the two countries. “Your great country is rich with raw 
materials, and our humble country is good at manufacture,” said Katsura. “Why not 
provide from each of us half of the capital needed, and distribute the profits 
accordingly, so that we may fully cooperate and speedily catch-up, and resist the 
influx of foreign steel.” Sheng then questioned Katsura on the question of ownership, 
saying that he is sceptical of Katsura’s judgment that the losses incurred by the 
Yawata Steelworks was due to it being owned by the government, arguing that “the 
Hanyang Steelworks that I am running is managed by merchants and still makes a 
loss; this is due to the quantity of goods produced, and certainly not whether it was 
owned by the state or by merchants.” Katsura replied that Sheng was correct, and 
that “after the nationalisation of the railways of our humble country everything has 
been better than when they were under private control, the main benefit being the 
increased size of capital; yet if the government fails to operate the enterprise on 


sound principles it would create even more damage than private ownership.” 213 


In an article on railway nationalisation from mid-1911, Liang Ch’i-ch’ao wrote 
that of all streams of economic theory, “State Socialism is the most moderate, and 
such a spirit is materialised by a policy of railway nationalisation, which is why it 
has been adopted by most countries around the world; our party also approves of it 
Now that our government has also adopted it, there should be nothing in it that we 


could criticise.”214 And yet he judged that the government's intention was not to 


llr 


212 Sheng, “Yuzhai Dongyou Riji”, E&M RAE 


213 Ibid., 294. 
214 Liang, “Shouhui Ganxian Tielu Wenti”, [CIElEPaR EARS ee] in Yinbingshi Wenji (The Yinbingshi 


Anthology) vol. 3. Beijing : Chung-hwa Books, ['P##23/m] 1989.v.3 (25-lower), 51. 


g] in Yi, Sheng Xuanhuai, 292-293. 


a 


68 Early Developmentalist East Asia LEUNG 


implement State Socialism, but only to increase its revenue, and warned that few 
railways in China were profitable in any case, having been obliged to repay huge 
sums every year for the foreign loans. The nationalisation of railways was widely 
criticised for being a facade over the real intention of mortgaging all railways to the 


Five-Nation Consortium in return for more loans.2!> Another motive on Sheng’s part, 


as identified by Hatano Yoshihiro, [}%4#'=X] was to ensure that his Hanyang 
Steelworks would have a monopoly on the supply of rails to all new lines.2!© That 
railway nationalisation was ‘standalone’ did not preclude in theory further, more 
constructive and systematic nationalisation policies, yet the fall of the Manchu 


government came too quickly for anything to happen. 


Despite the revolution, the policy of railway nationalisation was continued by 
the Republican government. Upon his resignation as Provisional President of the 
Nanking Government on 15t April 1912, Sun Yat-sen took up Sheng’s former position 
as Director ofthe National Railways and insisted on their state ownership. Much like 
the “Seven Arrows” of Mustafa Kemal Ataturk, Sun Yat-sen adopted an eclectic 


approach to organising his political philosophy, usually known as the Three 


Principles of the People [=f =- 35] - these being the doctrines of Nationalism, [RH 


3] Popular Rights [E¢f# = $s] and Popular Livelihood [RÆ +35] - corresponding to 


Abraham Lincoln’s motto, “Government of the people, by the people and for the 
people.” The last of the three corresponded to nothing readily available in western 
political philosophy, and throughout his political career Sun would struggle to come 
up with an approximation in western terms for the Doctrine of Popular 
Livelihood.?!” In the early 1910s however, “Sun Yat-sen adopted the advocacies of 
State Socialism and thought that the Doctrine of Popular Livelihood meant State 
Socialism.” 218 On his resignation as Provisional President, Sun spoke on “The 
Doctrine of Popular Livelihood and State Socialism” at a farewell dinner organised 


by the Revolutionary League, where he said that “A policy that on one hand strives 
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for national wealth and power and on the other hand pre-empts the maladies of 
monopolisation by the capitalists must be none other than Socialism. It is for this 
reason that our League has adopted the policy State Socialism in its manifesto.” 219 
Special mention was made in this speech of German State Socialism, and an 


emphasis was made on the nationalisation of railways and other public utilities - 


“China must learn from German practices. This will permit us to extend the 
railway system by two hundred thousand li (i.e. 100,000 km) and increase 
the revenue of the state by a hundred million per annum. This alone will 
be more than enough for the public expenditure of the whole nation. [...] 
In China, except for fields and houses, most mines and forests belong to the 
state. In Britain the large sums incurred every year in the rent of mines go 
to the hands ofthe landowners. In China, the mines are governmentowned, 
so why can’t they be let out to private investors for a profit? Should China 
adopt State Socialist policies, [revenue from] land rent alone will be 


increased many dozens of times compared to where they are now.” 220 


After leaving Nanking Sun Yat-sen toured the country, and in Kwangtung Province 
in spring 1912, he proclaimed that “Our Republic is socialist and we are intent on 
following the principles of socialism. All the leaders [of the Kuomintang] are 
authentic socialists.’221 On 4t» September, 1912 Sun Yat-sen gave a speech on State 
Socialism to members of the Republican Party, saying that “Britain and America 
have been subjected to abuse from the autocracy of capitalists, [...] In China ten years 
from now there will be more than a hundred thousand capitalists. Only by 
advocating State Socialism will such a malady be pre-empted. [...] Our advocacy of 
state ownership for the railways is State Socialism.”222 In October Sun Yat-sen 
returned to Shanghai and spoke at the Chinese Socialist Party for three days, from 
15th-17th October, on “Variants of Socialism and their critique”; the speech has been 
described as a sign of the maturing of Sun’s economic thinking.223 This is whilst Sung 


Chiao-jen, [#<#(({_] President of the Kuomintang before his assassination in March 


1913, wrote in the Party Manifesto of August 1912 that the Kuomintang would 
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endeavour to “adopt Social Policies, put in practice State Socialism to foster the 
livelihood ofour citizens, and make use ofstate authority to promote even and rapid 


economic development in this country.” 224 


Thus by late 1912, the Statist-protectionist economic platform of the 
constitutionalists represented by Liang Ch’i-ch’ao and Yang Tu had converged with 
the State Socialist platform held by revolutionaries like Sun Yat-sen and Sung Chiao- 
jen. They shared a common conviction in the necessity of state direction, even 
ownership, of transport and strategic industries. The result was that the new 
Republican government readily accepted the norms and institutions of the 
bureaucratic-entrepreneurial industrial system that had been built up by the 
Manchu-Peiyang reformist officials; such norms included the widespread use of 
official positions to garner private profit - a legacy of the “Mandarin-supervised 
Merchant-operated” phase of industry. 225 Together, the overwhelming Statist 
tendencies of the two parties drowned out the other constitutionalist demands for 
the encouragement of private entrepreneurship, represented for example by Chang 
Chien. The cause of the defence of private capital, which had been integral to the 
reformist movement, and had also sparked the revolt of 1911, was betrayed. The 
policy of extensive foreign borrowing was also continued without further question. 
This, and state ownership of strategic industries, provided the necessary conditions 
for the shaping of Nishihara's plans, which would have altogether been very 
different had railway privatisation and internal financing been instead promoted in 
1911. Indeed, as Chapter 3 of the April 1918 Sino -Japanese industrial and financial 


memorandum would state, Japanese cooperation was conditional on China abiding 


totally to the Doctrine of State Ownership of the Railways. [#38 + #3] 22° 


In April 1913 the new Parliament was convened in Peking with the 


Kuomintang occupying the largest number of seats; the erstwhile Constitutional- 


Monarchists decided to join forces, and on 29th May the Progressive Party p+] 


was formed by the amalgamation of the Democratic Party [K£ %] led by Liang Ch’i- 


ch’ao, the Unification Party [4%—] led by Chang Chien, and the Republican Party [#£ 
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7%] led by Li Yuan-hung, [28773] who was the nominal leader of the 1911 Wuchang 


military uprising; the party declared its platform as Statist. [HZ =F #8] 227 Ironically, 


the party’s main contribution to the Republican-era economy - in the personal form 
of Chang Chien - was adamantly against economic Statism. Chang had been one of 


the many Constitutional-Monarchists who joined the Revolutionary Government in 


Nanking, and served as its Minister of Industry. [%5] He continued as Minister 


of Agriculture and Commerce [ER] when the Republican Government moved 


back to Peking, with Yuan Shih-k’ai as President. Bureaucratic-entrepreneurial 
industries, many in financial chaos due to mismanagement and appropriation of 
funds - despite having achieved monopolies for certain raw materials and within 
certain markets - became the shaky economic basis of the new Peiyang-Republican 
regime under Yuan Shih-k’ai. 228 Chang was aware of the low efficiency and 
corruption of state industries, and having visited Japan for two months in 1903, 


argued explicitly that it was Matsukata Masayoshi's [#77 E3] privatisation policy in 


the 1880s which allowed Japan to escape from its financial and industrial 
trouble and to become truly prosperous as a result. 229° Chang advocated a new 


industrial strategy based on governmentassistance to privately -operated concerns, 


[RYE] that would give the state the primary role of legislating and of fixing tax 


rates to encourage or discourage industries as need be, and to establish research 


institutes to foster scientific and agricultural improvement. 230 Although Chang 


Chien shied away from the notion of 'private ownership’, [X8] he successfully 


carried out a Matsukata-inspired policy, whereby seven non-profitable mines were 
closed, and five others were privatised. He also copied from Japan a policy whereby 
the state would guarantee the initial interest on the capital of newly established 
industries: 6% for $700,000 of capital in industries cotton, wool and steel; 5% for 


$200,000 of capital in industries silk, tea and sugar.231 
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Chang’s industrial vision could be summarised as the "Cotton & Iron Doctrine", 


Mist $8] which he raised in his October 1913 "Political Manifesto on Industry", [E 


EC 5B S ] and his announcement of aims upon assuming office 232 Chang listed 


the import statistics of cotton yarns for Britain, North America and South America 
to illustrate the point that cotton has become one of the greatest imported 
commodities around the world, and that China should develop cotton cultivation to 
substitute for its own cotton imports (valued at Mex $180,000,000 during the 
previous decade) and satisfy global needs for cotton. Chang also urged the 
exploitation of iron ore deposits and the establishment of steelworks to satisfy 
China’s enormous need for the metal.233 The nature of Chang’s vision - being an 
import-substitution strategy -is beyond doubt; as we shall see, Nishihara developed 
this vision into one of self-sufficiency, i.e. import-substitution for the whole of East 
Asia. Chang resigned in 1915 in protest against Yuan Shih-k’ai's Bonapartist attempt 
to enthrone himself with the support of Yang Tu, Yen Fu and other authoritarian 


thinkers. Chang was drawn to Yuan’s protégé, the Berlin Kriegsakademie graduate 


Tuan Ch’i-jui, [22457] who shared his Republican objection to Yuan. Throughout 


1916-7 Chang often corresponded with Tuan who assumed Premiership upon 
Yuan’s death in June 1916.234 As we shall see, Nishihara extended and developed on 
Chang’s policy thinking - including the need for agricultural experimentation; and 
although he argued for State Socialism for Japan, Nishihara never precluded private 
ownership of Chinese concerns in collaboration with Japan; his vision would not 


have conflicted with Chang’s. 


Representing the Statist economic tendency in government, Chow Hsueh-hsi, 
the former economictsar in Tientsin, had also visited Japanin 1903 and drewa more 
nuanced conclusion compared to that of Chang - that prerequisite to Japan’s 
“economic miracle” was the provision of communications and transport 
infrastructure by the Meiji government, which in turn allowed the mass emergence 
of successful private entrepreneurship and other civilian organisations, notably in 


education.235 At the start of his tenure as Finance Minister Chow was already 
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advocating State Socialism. Ina pamphlet from December 1912 entitled “Outline of 
a Financial Programme Drafted by the Ministry of Finance” [ECA HE BT aIK at] 
Chow announced that “this Ministry intends to employ”, once loans have been 
secured from the Six-Nation Consortium, “foreign financial experts to implement 
State Socialism, so as to foster all varieties of industry and open up vast new sources 
of revenue.” 236 The document then listed the industrial projects that would be 
prioritised.2?” Until his resignation in April 1916, Chow embarked upon financial 
reorganisation to restore order to the markets in addition to aggressive 
nationalisation, notably by maintaining existing monopolies on salt and fuel oil, and 
establishing monopolies over lucrative sectors such as mining and tobacco - the last 


involving failed attempts in 1914 and 1917 to nationalise the most successful of 


privately-run tobacco companies, the Nanyang Brothers Tobacco Company. [434250 


op eet 7 a] ]238 Chow's son described his father’s economic policies as being based on 
“planned economics and industrial development”.23? In 1914 the Senate reported to 
Yuan Shih-k’ai that "In an age where the tides of Statism are prevalent [...] Adam 
Smith's theories are no longer to be relied upon".2*° As we shall see in Section 3.6.2, 
the surveys undertaken during this period by the Geological Institute of the Ministry 
of Agriculture & Commerce served to complement the industrial development 
policies advocated in Chow’s pamphlet; these activities, though directed by Chang 
Chien, could be regarded as an outgrowth of Chow’s State Socialist, industrialising 


sentiment. 
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After the death of Yuan Shih-k’ai in June 1916, in order to placate the rebel 
forces composed of both Kuomintang and Progressive elements (including Liang 
Ch’i-ch’ao himself), the new cabinet under Tuan Ch’i-jui was set up as a grand 


coalition of both parties. Chow's successor as Minister of Finance was a Kuomintang 


member, Ch’en Chin-t’ao, [R$] who had obtained his PhD in political economy 
from Yale University. On 20th March, 1917 representatives ofthe Ministry of Finance 
went to the House of Representatives to present a number of bills that included 


provisions for a General Business Tax, [#28234 2] Death Duty, DÆ] Land Value 


Increment Tax, [--}i4(8f] the issuance of Government Bonds set at 6% interest, 


[7\/HiZ\{&] and the establishment of a Chinese National Insurance Board. [FR] 


Rj] Some ofthese provisions, particularly the Land Value Increment Tax, hark back 
to the Revolutionaries’ platform during the 1906-7 Socialism Debate, though it is 
equally possible that work on such legislation had begun under Chow Hsueh-hsi, 


who had shown a determination to increase government revenue with ambitious 


measures. The Director of the Tax Bureau, Yuan Yung-lien, [%7«§#] presented the 
bill on General Business Tax, which was to be modelled upon that of Japan; taking 
into account China’s economic backwardness, the tax threshold was lowered from 


Mex $500, as in Japan, to Mex $300, levied at 0.2%.241 


Lu Ting [H€] presented the bill on Death Duty, which he described as being 


“irrelevant to the poor”; the merits of Death Duty would lie in eliminating conflicts 
within families on inheritance rights, and in a Saint-Simonian esprit Lu suggested 
that the Death Duty will force the idle and dependent to work. Yet to prevent 
complications in its implementation, the Duty rate would not be heavy, at only 0.8% 
for estates valued at under Mex $100,000, to be further lowered to 0.4% for estates 
valued at Mex $1,000-10,000.242 Lu Ting continued to present the bill on the Land 
Value Increment Tax, and justified it, as the Revolutionaries did in 1907 under Henry 
George’s inspiration, that “in metropolitan areas the value of land in the proximity 
of water and land transport facilities have risen ten-fold, even hundred-fold, and the 
implementation of legislation that taxes land within reach of railways has already 
been done in Germany and Britain; in China, land in places like Tientsin, Shanghai, 


Hankow and Nanking have risen from Mex $30 per acre to $300-400 [...] and many 
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have become rich asa result. [...] The people will not bein agony as a result of levying 


this tax.”243 Lu Hsueh-p’u, [E] Director of the National Debt Bureau, presented 
the bill on Government Bonds the purpose of which was to boost the value of 


government-issued banknotes and to fund the disbandment of surplus armed 


forces.2*4 This was opposed by the Kuomintang MP Wang Pao-chen [¢#] who 
noted that the Ministry had not presented a clear programme on how the funds 


collected would be spent.245 


Feng Hsiang, [/§#] another Finance Ministry representative, presented the bill 
on the Chinese National Insurance Board, noting that Germany has implemented 
since 1884 a policy of compulsory worker’s insurance which by 1917 covered more 
than two million people. Feng noted that Britain had also implemented since 1911 
a highly effective National Insurance Act, promoted by David Lloyd George on the 
German model. Feng noted that some 259 insurance companies exist in China, and 
yet without a state-run national insurance concern similar to the Royal Insurance 
Company in Britain, these Chinese insurance companies were forced to insure 
themselves with foreign companies, resulting in “Mex $20,000,000 flowing into 
foreign hands every year”; to stop such flows the governmentmust set up a National 


Insurance Board. This was opposed by yet another Kuomintang MP, Ts’ao Chen -mao 


[E] who was sceptical of the ability of the Board to provide insurance for the 
whole country with a capital of a mere Mex $5,000,000. He further stated that 
insurance is not something that the State should be involved in, unlike railways, 
electric lighting and water supply, which “are of great import to the people and 
cannot be operated by anybody other than the State”; Ts’ao queried whether the 
insurance board scheme had in mind its greatest objective “profit” [iJ] or “public 
interest”; [>25] he further noted that the government had a long record of forcing 
purchases of Government Bonds and expressed the concern that the same would 
happen again with State-run insurance schemes. Ts’ao also suggested that offices of 
Director and Deputy Director of the Insurance Board would be used for private 
profit, as was usually the case for government-run enterprises. 246 He was not 


rebuffed. 


243 Ibid., 25. 
244 Ibid., 17-18. 
245 Ibid., 18. 
246 Ibid., 27-29. 
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At the end of the day all of these bills were sent for further discussion in 
dedicated committees, and until the dissolution of parliament in June 1917 due to 
the controversy over China’s declaration of war against Germany and Austria - or 
more precisely, due to a breakdown of consensus over the composition of a wartime 


“Cabinet of National Defence” [ANA] - nothing more was heard of the social 


legislation bills. Nor were they raised again when Liang Ch’i-ch’ao was Finance 


Minister from 17 July-22"4 November 1917 in the Progressive Party cabinet, or 


during Tuan Ch’i-jui’s “Anfu Club” [2##({8.222)] Regime, which lasted from December 


1917 to August 1920. Parliamentary elections in mid-1918, which to begin with had 
a reduced franchise given increased property and tax qualifications, saw 
widespread vote-rigging and corruption; the election successfully reduced the 
Progressive Party seats in parliament to an insignificant number. The Anfu Club was 
a stable alliance of several parliamentary and bureaucratic factions, 248 whose 


leading members were represented in the Club’s Council, Pk] which met at least 


twice a month to decide on all matters before they were presented in parliament, as 
well as dictating the content of the MPs’ speeches. 24? Although the Anfu Club 


accomplished very little economically, this was effectively China’s equivalent to 


Japan’s wartime “National Unity” [{4—d—2q] government, and as a military-backed, 


“democratic centralist” single-party regime, is typical of developmental- 
authoritarian states. As Section 3.6.2 shows, Tuan’s regime did begin work on 


surveying, planning and financing industrial and agricultural projects across China; 


247 Ting, Ven-kiang (Ding Wenjiang) [J XI] & Zhao Fengtian [WÙ =H], eds. Liang Rengong 
Xiansheng Nianpu Changbian (Chugao) (Extended Draft of the Annals of Mr. Liang Ch’i-ch’ao) [22 
ESCA EH RA] Beijing : Chung-hwa Books, [P3#3/5] 2010. 426. 

248 This includes, amongst others, the military-backed Moderacy Club | F742] and the finance 
and transport technocrats in Ts’ao Ju-lin’s New Communications Clique. [#2<# 4] The average 
age of the Anfu MP was 43.5, or 7 years more than the average age of MPs in the First Parliament 
electedin 1912-3. 22.9% of MPs in the Anfu Parliament held degrees from traditional civil service 
examinations, which was higher compared to the First Parliament. “Some of these gentry who 
have civil service examination degrees were able to be elected because the revolutionaries were 
excluded from the Anfu Parliament elections. In terms of working experience, basically 
bureaucrats and members of the education and commercial sectors formed the majority. 98 of 
the MPs had been members of the Advisory Council during the Ch’ing Dynasty or the First 
Parliament, and had a degree of political experience. [...] This is why Anfu MPs were relatively 
conservative in their political stance, most of them being used to the status quo and against 
radical change.” (Yan, Quan. [RR] “Baoshouzhuyi Yihui Zhengzhi de Changshi: Minchu Anfu 
Guohui de Lifa Yunzuo” (An Attempt at Conservative Parliamentary Politics : The Legislative 
Operation of the Early Republican Anfu Parliament) [RFE RRS OAN n: ROSA SNILE 
#(/E] In Zhonggong Tianjin Shiwei Dangxiao Xuebao, [FERE nZ] 2010 (1), 46.) 

249 Xitang Yeshi, [HJE E] Anfu Bu. (The Anfu Club) [24580] Beijing : Rixin Shuju, [HEj] 
1920.20-21. Also “Benbu Pingyihui Zanxing Xize” [AAR @ TAR] on ibid, 22. 
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surely, establishing a firm grip over the Legislature would have been conducive to 


economic success, as well as being the first step to militarising the nation. 


The Peking regime, which from August 1917 fought a long civil war with 
southern forces led initially by Sun Yat-sen, became heavily dependent on funds 
expropriated from Nishihara’s Loans. The first of these was a loan of five million yen 


to boost the value of banknotes issued by the Bank of Communications; [2<##$877] 


this was negotiated by the Bank’s President Ts’ao Ju-lin, [#323]? who was on the 
Anfu Club Council and served as Minister of Communications from July 1917 to June 
1919. The second loan of twenty million yen, also for the same Bank, was negotiated 
in September 1917 by Tuan’s Finance Minister, Liang Ch’i-ch’ao, whose ambition 
was to be China’s Sergei Witte; he also held respect for Matsukata Masayoshi. Liang 
hoped to rescue China’s finances within a few years’ time and propel the country 
towards industrialisation, by “establishing a systematic financial programme”.2°! He 
was faced with an enormous deficit that racked up to Mex $60,000,000 for the 1917 
financial year, whilst foreign debtincreased to Mex $2,200,000,000 with the country 
repaying $70,000,000 every year including interest. Rampant inflation resulted 
from uninhibited banknote issues which totalled some $300,000,000, whilst the 


value of these banknotes fell to some 70-80% of their face value.252 


As President of the Progressive Party in 1913, Liang had proposed a 


programme of debt restructuring, issuing Government Bonds, increasing import 


tariffs, abolishing internal tariffs (likin), [Hi] installing a new regime of agricultural 
taxes, setting up a Central Bank, and to take steps towards establishing a Gold 
Standard.2°3 As Minister of Justice in July 1913-February 1914, Liang had penned 
the Cabinet Manifesto, which declared its intention to “make reference to State 
Socialism and open up new forms of taxation to increase national revenue and 
indirectly deliver benefits to the people.’254 Yet in late 1917 the civil war with the 
south had expended much of Peking’s finances, with some 70% of the budget going 


to military expenditure. whilst demands for funds came from massively expanded 


250 A graduate of Hosei University DKK] who had also studied at Waseda. [#441] 
251 Zhang, Pengyuan. (Chang, P’eng-yuan) [KHE] Liang Qichao yu Minguo Zhengzhi (Liang Ch’i- 
ch’ao and Republican Politics) [X put HARROA] Changchun : Jilin Chuban Jituan, [pth 
=] 2007. 90. 
252 Ibid., 92. 
253 “Liang Rengong yu Ge Zhengdang Shangque Zhengjian Shu”, [34{E See RECS] in 
Shibao |H] 1912-12-11, quotedin Ibid., 93. 
254 “Zhengfu Dazheng Fangzhen Xuanyanshu”, [KIRKA tEn ss] in Yinbingshi Wenji, [BKUK EX 
£2] v.29, 114, quoted in Ibid., 97. 
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regional armed forces. By November 1917, Hupeh, [iit] Shantung, [LI] Anhwei, 


[2%] Chekiang [X] and Shensi [Ik] all ceased remitting taxes to the Central 


Government, and the revenue collectors Liang sent out to the provinces were sent 
back or even held hostage by local warlords. Negotiations stalled on the matter of 
increasing the import tariff - subject to approval by all powers under the Unequal 


Treaties. The repayment of $4,000,000 worth of funds from the Boxer Indemnity, 


[Beit] which should have happened after China had joined the Entente - with 


war declared against Germany and Austria on 14** August - did not materialise.255 


Liang, in immense agony, resigned in November.2°° 


Hence the pitiful situation where the State Socialists in the south, led by Sun 
Yat-sen, fought the State Socialists in the north under Tuan Ch’i-jui, with both of 
them vying for the leadership of a ‘developmental dictatorship’. 257 Tuan was 
mocked for “declaring outside China an un-fought war and fighting within China an 
undeclared war.”2°8 Far from being a result of what Andrew Nathan would have 
called ‘disintegrative behaviour’ however, Chinese politicians should not be held 
solely responsible for this futile civil war. Japanese military elements had been 


involved in Chinese civil unrest starting with the war against Emperor Yuan Shih- 


kai in 1916. Vice Chief of Staff Tanaka Gi’ichi, [ #¢—] the architect of what 


Frederick Dickinson called an “aggressive ‘clandestine’ China policy”,2°? instructed 


Lieutenant General Aoki Nobuzumi [#7 ‘= 4] “to incite opposition to Yuan in 


southern China”, and arranged for Liang Ch’i-ch’ao to travel to the southern rebel 


areas via Japan.260 


Later on, Tanaka objected to Nishihara’s policy of aiding Tuan’s Peking 
government against the south, believing that taking sides limited Japanese options. 
Tanaka’s strategy to stir up unrest continued, and Aoki amongst others continued 
their support for the Kuomintang opposition to Tuan Ch’i-jui’s cabinet. “Nishihara 


suspected that Aoki and civilian accomplices Kamei Rokuro [Œ} Eg] [...] were 


255 Ibid., 100-102. 

256 Tbid., 103. 

257 Sun had declaredin 1914 that his revolutionary regime would begin with a phase of military 
dictatorship, |Æ Ex] followed by “political tutelage”, [#I|E<] by which he meant a phase where 
civilians would be “politically trained.” 

258 HYPE nh > SAAT E °” Xu, Guodi. [1R] Zhongguo yu Dazhan — Xunqiu Xin de Guojia 
Rentong yu Gugjihua. (China and the Great War - China's Pursuit of a New National Identity and 
Internationalization) [PEQELARK - OK AY BUA 22 EA] Ma, Jianbiao, [f7] trans. 
Shanghai : Joint Publishing, | = KiE] 2008. 199. 

259 Dickinson, National Reinvention, 359. 

260 Ibid., 129. 
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behind the [Kuomintang] refusal to sanction” Ts’ao Ju-lin’s December 1916 visit to 


Japan, and that Kamei “continued to operate the daily Shuntian Shibao [JlRRH5¥z] 


with Japanese Foreign Ministry money as if it were the mouthpiece” of the 
Kuomintang. This is whilst Aoki “was rumoured to have been involved in an uprising” 
sponsored by the Kuomintang against Tuan in Chekiang. By mid-December 1916 
Nishihara was urging Terauchi to recall Kamei and the Japanese officers 
‘participating in revolution’ in China;2°! it is unclear why Terauchi could not act. The 
civil war in China practically became a proxy war between competing Japanese 
political forces, with Nishihara and his vision of pacifist Pan-Asianism and 
developmental China on one end, and Tanaka on the other, his goal being the 


creation of opportunities for military interference in China. 


Yet there was an important attempt by Tuan’s regime to make use of the 
wartime economic boom. Apart from the extensive geological and agricultural 
surveys in response to the globalrise in the prices of raw materials (see Section 3.6.2) 
- the Tuan regime established on 20t August, 1917, under the Ministry of 


Agriculture and Commerce, an “Economic Investigation Commission”, [RAHAS] 


which Kaneko Hajime [4-2] deemed to have been a deliberate emulation of its 


Japanese equivalent.2°2 The object was to increase the Ministry’s capability to 
respond to the worldwide economic changes especially after the Allied Economic 
Conference of June 1916. (See Section 2.3.2) Indeed at the 7‘ meeting on 3 
November, 1917 it was decided that the Commission would publish reports on how 
China had begun to implement policies that conformed to the aims established by 
the Allied Economic Conference, despite the country not having been represented 
there; it was hoped that this would increase the chances of China being invited into 
the Economic Alliance in the not-too-distant future. 263 The Commission was 
composed of four divisions - Division One being a secretariat which was also 


responsible for translating economic intelligence; Division Two for agriculture, 


261 Yamamoto Shiro, ed. Terauchi Masatake Naikaku Kankei Shiryo. [FNE KHB AH Upper 
volume. Kyoto : Kyoto Women’s University, | KMAT KÆ] 1985, 156. Quoted in Dickinson, 
National Reinvention, 167. 

262 Kaneko, Hajime. “Pekin Seifu no Sangyo Kései to Chuo-Chiho Kankei - Dai’ichiji Daizenki no 
Chosa Shingi Kikan wo Sozai ni”. (Industrial Administration and Central-Local Relations under 
the Peking Government — A Study Based on Research and Deliberative Institutions during the 
First World War.) [JER BUN OPREFTTELL PR HBA — SB ORK A ERE & ATC] In 
Kindai Chugoku no Chi to Chiho - Minkoku Zenki no Kokka Tog6 to Kozaisei. (Centre and Locality 
in Modern China - National Unity, Administration and Financial Policy in the Early Republican 
Period) PERPHA PE k th REA ORR & THE] Tokyo : Kyako Shoin, 2008. 147. 

263 “Jingji Diaochahui Di 7 Ci Kaihui Jishilu”, [KO Ee p Che Ek] in CASS-MHI. 
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forestry, fisheries and animal husbandry; Division Three for manufacturing, finance, 
transport, trade and tariffs; Division Four for mineral resources.2°* Local branches 
were Set up with an identical organisational structure, and an attempt was made to 
co-opt local figures of economic influence as honorary members - in Shanghai these 
included the banker and shipping magnate Yu Ya-ching [348] and the textiles 
magnate Jung Tsung-ching. [ 225¢ 4c] 26° The Commission published twenty-one 
guidelines on the Government Gazette on how surveys on each industrial sector 


a Gh 


should be carried out. Yet except for Kiangsu, [4] most provinces were slow to 


react to the Commission’s pleas, and by mid-1918, branches were only established 
in 14 of them. Sabotage by local officials was common,?66 and investigative work 


stalled asa result. 


264 Kaneko, “Pekin Seifu”, 149-150. 
265 Tbid., 154. 
266 Tbid., 151-153. 
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2.3 State Socialism, Phase Two 


2.3.1 Walther Rathenau - Rationalization and Mobilization at the KRA 


The advocacies of Otto von Bismarck and Adolph Wagner had taken root in Asia, but 
it would require the monumental shock of the First World War for State Socialism 
to emerge as a serious ideological contender if not the actual triumphant ideology - 
in Germany, the Soviet Union, and Japan. Much of that credit would go to Walther 
Rathenau, who designed Germany’s war machine on State Monopoly Capitalist lines, 


and thereby took State Socialism to its Second Phase. 


Walther Rathenau was helped by the fact that the German economy had by 
1914 been almost totally cartelised, which paved the way for the relatively easy 
installation of state coordination above an already intensely organised and 
internally hierarchically-ordered industrial economy. W. O. Henderson describes 
how “there is no doubt that between 1873 and 1896 German industrialists had to 
cope with conditions far less favourable than those that had existed in the 1850s and 
1860s”.267 This, combined with official encouragement “in the interest of industrial 
efficiency”, put German industry through a comprehensive cartelisation in the last 
decades of the 19th-century. Heavy industrial cartels set up in the aftermath of the 
slump of 1873 “gradually spread to other branches of manufacture, such as plate- 
glass, cement and chemicals. [...] Of the 275 cartels in operation in 1900 nearly 200 
had been founded between 1879 and 1890. [...] The number of undertakings with a 
capital of over 10 million marks rose from 74 in 1886 to 229 in 1909. [...] By 1910 
the ten largest colliery companies [...] produced nearly 60 per cent of the output of 


the coalfield.”26 


The largest cartels included the Rhenish-Westphalian Coal Syndicate, the 
Steelworks Union, the German Potash Syndicate, the Dye Cartel (I. G. Farben) and 
two electrical company combines - AEG, and the Siemens-Schuckert group. 
“Horizontal Cartels” and “Vertical Cartels” were formed, the former “linking firms 
making the same products” whilst the latter united “firms engaged in different 
stages of production from the raw material to the finished article.” The four main 


types of cartel agreements comprised of - 1. Compacts to share the market; 2. 


267 W.O. Henderson, The Rise of German Industrial Power 1834-1914. Berkeley and Los Angeles : 
University of California Press, 1975.176. 
268 Ibid., 178-179. 
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Agreements that fixed prices; 3. Agreements fixing the total volume of pro duction 
with quotas allocated to each member and 4. Agreements to share profits according 
to a predetermined formula.2°? The process of railway nationalisation, subject to 
much resistance throughout the 1870s, was complete in Prussia by 1914. The final, 
logical step, taken by Rathenau, was for the state to form a single national combine 


out of all the cartels, thus completing the process of forming a State Capitalist Trust. 


Walther Rathenau was the son of Emil Rathenau, founder of the 
electrochemical giant AEG which had begun in the 1880s with a partnership with 
Thomas Edison, marketing lightbulbs amongst other of Edison’s inventions. Though 
of Jewish extraction, “Rathenau maintained an equivocal relationship with Judaism” 
and regarded “a Zionist state in Palestine as an Asian idea, not for him.” 27° 
Disappointment with his early experiences working in the AEG convinced Rathenau 
that “he was more interested in financing and strategic planning for an overall sector 
of industry”, which at one point culminated in an attempt “to merge the steel giant 
Krupp and MAN.”271 By 1907 Rathenau understood, as Yang Tu did at the time, that 
the new “god of war” is “economic power”.272 Rathenau exhibited, throughout his 
life, imperialistic tendencies associated with his intense urge to assimilate into the 
German establishment. Yet he would demonstrate himself to be an original thinker, 


that is, within imperialist parameters.273 


Soon after the outbreak of the First World War, Rathenau “does seem to have 
confronted [the war] with a great deal of skepticism [and] was apparently more 
worried and less enthusiastic in August 1914 than most men in his immediate milieu. 
He complained that the reasons for the war were obscure, that it could have been 


avoided, and that it was being conducted unprofessionally and irresponsibly.” 274 


269 Ibid., 179-180. 

270 Peter Starbuck, “Introduction”, In Writings on Economics and Management — Walther Rathenau, 

vol. 1. Bristol : Thoemmes Press, 2003, vii. 

271 Tbid., viii. 

272 Krajewski, Marcus. World Projects — Global Information Before World War I. Trans. Charles 
Marcrum II. Minneapolis and London: University of Minnesota Press, 2014. 143-144. 

273 Like Nishihara, Rathenau had visited and researched extensively on the German colonies. In 

1907, Rathenau together with State Secretary Bernhard von Dernberg visited Germany’s South 
West Africa Colony and wrote two memoranda, one on the development of German East Africa, 

another on Southwest Africa. His deepest observation however was perhaps that “Germany 
needed to learn from the British, whose native colonial populations were happy and smiling’. 

Such a contrast existed, Rathenau observed, partly because “the priority for the German when 

arriving in the country to work [was] to acquire an adapted walking stick for the primary purpose 

of meting out corporal punishment to the natives.” (Starbuck, “Introduction”, ix.) 

274 Gerhard Hecker, Walther Rathenau und sein Verhaltnis zu Militar und Krieg (Boppart am Rhein: 
Harald Boldt Verlag, 1983), 193-201. Quotedin Volkov, Rathenau, 124. 
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Germany was at the time unprepared for extended conflict; 275 and as Gerald 
Feldman put it succinctly - Germany had “failed to plan for a long and total war”.276 
“[Mlilitary intervention in civil affairs during the war, namely, the army’s 
management of the wartime economy [...] was neither anticipated nor planned by 
the army. Indeed, Germany’s prewar military leaders had clung tenaciously to the 
view that modern, industrialized states were incapable of fighting long wars.” 277 
Schlieffen and his successor, the younger Moltke, were convinced that Germany 
“could not sustain a long war”; the latter thought that “the chief economic functions 
of government during wartime were to relieve unemployment and prevent hunger, 


thus eliminating domestic unrest that might disturb the morale of the troops.” 278 


In spite of the chaotic state of affairs in the German government, or perhaps 
precisely because of it, Rathenau decided to intervene, first by “offering [his] 
services to the Chancellor”279 by recommending, just as Friedrich List did seventy 
years prior, “the idea of a European customs union [...] to be first established with 
Austria-Hungary and then extended to included defeated France and Italy together 
with various other European states, large and small”, whilst such a customs union 
became “a tool for enhancing Germany’s position as a world power”. 28° Another 
letter led to a meeting with the Prussian War Minister General Erich von Falkenhayn, 
after which Rathenau was tasked with heading the Raw Materials Office 
(Kriegsrohstoffabteilung, or KRA) to be created under the War Ministry.28! Markus 
Kraiewski writes that it was “Only subsequently did the Supreme Army Command 
begin to understand that the procurement of raw materials was ‘by far the most 
important question of the war economy, upon the solution to which the outcome of 


the war will decisively hang.’ ”282 


Rathenau “immediately drew up a plan for replacing imported raw materials 
and using existing stocks in the most efficient ways”, the first step of which “included 


the registration of all the available resources [and] the establishment of a system 


275 W.O. Henderson, “Walther Rathenau: A Pioneer of the Planned Economy’. In The Economic 
History Review, New Series vol. 4, 1951 (1), 98-108.107. 
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through which their usage was controlled by massive state-intervention whenever 
and wherever necessary.” 283 Questionnaires were sent out to a “ ‘representative’ 
sample of nine hundred army suppliers already familiar to the War Ministry” and 
the “‘coverage’ of raw materials was interpolated to the entire German Empire.” 284 
The KRA was organized in the image ofa spider web; at its organizational centre in 
Berlin, the “brain of the expanded war economy [...] only information arrives but no 
materials.”285 This is whilst “on the fringes of the empire, intercept or collection 
points are established, to classify, adapt, and store the ‘requisitioned’ goods. From 
there, they move to relay points, the three main transhipment stations at Hagen- 
Haspe, Frankfurt am Main, and Kassel, where the goods are separated according to 
basic categories to then be sent onward to the decentralized sites of fabrication.” 286 
In “early January 1915,” the staff of the KRA included “131 officials, 84 outside 
experts, and 651 employees”287 who were employed “in the numerous so-called war 
companies established during [Rathenau’s] eight months in office.” 288 By the time of 
Rathenau’s resignation in March 1915 - largely because “the post did not provea 
springboard for more influential positions” 289 - the KRA boasted a staff of “two 
hundred men plus ‘five times as many’ working away from the central unit”,29° that 
is, in the war companies. Rathenau himself thought that the KRA “has reached the 
size ofa mercantile world corporation”,2?! and indeed to other observers “it appears 


to be ‘the largest economic organization in world history.” 292 


Germany’s supply of nitrates in the form of saltpeter, essential for 
gunpowder production, had been imported from Chile, and this source was cut off 
by the war. A nitrogen-fixation process was invented just in time by Professor Fritz 
Haber and Dr. Robert Bosch; Rathenau and Haber convinced the government to 
subsidise the construction of large plants to allow the mass utilisation of the 
chemical process, and even set up a “Bureau Haber” which later expanded into being 
the KRA’s Chemicals Section.293 On the Western Front, Rathenau’s machine kick- 


started the direct plundering of resources. The “exceedingly rich supplies” vital to 


283 Volkov, Rathenau, 122-3. 
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the plans for the KRA in the form of “wool, rubber and nitrates”2%* were ‘confiscated’ 
rather than ‘acquisitioned’ from occupied Belgium - a legal sleight of hand that 
avoided the issue of ownership.2% This is whilst Rathenau took a cautious approach 
for the Eastern Front. “Rathenau was aware of the economic potential of the eastern 
giant and thought that taking care ofits financial and industrial needs, not without 
decisive and continuous military pressure to be sure, would sooner or later do the 
trick. Annexation in the east, then, should be kept at a minimum, he argued, so as not 


to alienate the local population and leave the door open to negotiation.” 296 


“To speed up the output and processing of raw materials”, Rathenau devised 
a new form of industrial organization called the ‘War-Corporation’, 297 which 
according to him, was meant to be a compromise between an advancement of State 
Socialism by means of restricting commercial freedom and an attempt to encourage 
industrial self-administration. 298 War Corporations were established for each 
industrial sector which provided a raw material important to the war,2?? and each 
Corporation is “constituted for the most part of the market leaders of the respective 
branches”. 300 Private entrepreneurs or representatives of cartels were also 
appointed to official posts within the KRA. When by late September 1916 the 
transport of coal from the mines to the factories of the Ruhr were becoming 
irregular, and signs were appearing that Germany once again faced a crisis in raw 
materials,3°! a Coal Adjustment Bureau was set up in the KRA, and a member of the 
Rhenish-Westphalian Coal Syndicate, Dr. Kruse, was placed in charge of it.3 Thus 
control of coal passed back from the State to the cartels, whose power was in fact 


enhanced by the state-created monopoly. Indeed such appointments and franchises 
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for individual firms were expected by the industrialists as rewards in the place of 


dividends and direct profits.303 


War Corporations were publicly-traded companies which remained “to the 
greatest extent” 304 privately held, with their own board of directors, general 
assembly and administration, whilst amounting to “a daughter company of the 
KRA”.395 As Rathenau put it, the War Corporation had a hybrid form that was 
something “midway ‘between a joint-stock company... and a bureaucratic 
organisation’? [...| owned jointly by the government and the owners of the raw 
materials which they handled.” 307 Three differences existed between the War 
Corporations and ordinary joint-stock companies. “First, each corporation had a 
planning committee (composed of officials and members of local chambers of 
commerce) which advised the directors on production targets. Secondly, the 
appropriate government department could veto decisions of the directors and the 
planning committee. Thirdly, the corporations were not allowed to distribute 
profits.” Henderson also explains that “The functions of the corporations varied. 
Some were distributing agencies. They used compulsory powers to collect 
sequestered raw materials which were then passed on to the factories where they 
were most needed. Others owned plants and were themselves engaged in 
manufacturing.” 308 On the other hand, intermediary organisations known as 
Committees of Appraisement and Distribution were set up between the War 
Corporations and the State, and were also composed of bureaucrats and members 
of chambers of commerce; Rathenau described these committees as “an economic 
innovation which may be destined to become generally accepted in future times” 39? 


- that is, an innovation to constrain the highly oligopolised German economy. 


Contemporary descriptions of the KRA in the Japanese press, which would 
have influenced Nishihara’s thinking on industrial reform, concentrate on the 


efficiency and comprehensiveness of the organisation of Germany’s resources. One 


book from April 1916, written by the educator Yuhara Motoichi [3%)R7c—] and 
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published by the cultural-economic organisation, the Central Association in the 
Service of Virtue, [H4416] claimed that such methods conformed well with the 
highly regimental and non-individualist “national character” of the German 
people.31° The implication was that Japan should look up to this example, even 
though it was at war with Germany. The bookwas not filled only with praises for 
German mobilisation, however; it noted certain nuances, that the KRA’s methods 
were “in fact the implementation of an extreme form of State Socialism”,?11 and that 
such State Socialist methods were meant to be a counter-balance on the 
unrestrained price increases on the part of the industrial cartels created in the run 
up to the war.?!2 The book also noted the establishment in Autumn 1915 of an 
Imperial Price Examination Agency with branches in all German towns of a 
population of 5000 or more with powers to inspect the account books of shops and 
maintain stable prices, whilst on the other hand coercing local public organisations 
into forming consumption cooperatives to which merchants were ordered to sell 
their products at reasonable prices. A steep fine of 300 marks and imprisonment of 
up to 1.5 years was announced in September 1915 for merchants who manipulated 
prices, while a special wartime profits tax was already in force;313 this tax “forced 
corporations to put fifty per cent of their profits into a reserve fund subject to future 
taxation”, but the law was filled with loopholes and did not prevent “the payment of 
large dividends or the building up of great silent reserves.” 314 State Socialist 


measures to check the profiteering of industrialists ended up aiding their cause. 


Yuhara would certainly not have been aware of the true extent of severe 
problems that confronted the KRA’s planned economy, information on which would 
unlikely have been available even to Nishihara - who became an ardent advocate of 
KRA-styled reforms for Japan. From the beginning the industrialists protested 
against the terms of the War Ministry’s contracts, which were deemed “insulting” - 
the War Ministry on one hand set an extremely lucrative fixed profit margin of 5- 
10% on the total cost, and on the other imposed heavy fines and even imprisonment 
for the miscalculation of costs or late delivery.315 The industrialists were also angry 


with the War Ministry for suddenly cancelling orders for Thomas process steel for 
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shells, and concentrating orders on the harder Martin process steel, whilst orders 
for non-military steel items such as railway tracks were not reduced; all this 
exceeded their capacity to produce. Back in November 1914 the industrialists had 
“blackmailed” the army into paying “a scandalously high price for Martin steel by 
threatening to break off negotiations”, whilst German steel was being shipped to 
Britain and France via Switzerland.?16 By August 1916 the industrialists had gained 
the audacity to submit a memorandum to the War Minister accusing him of not 
doing enough to promote production; the document hit hard at a time when the 
British had begun a major offensive on the Somme that exposed the munitions 
shortages on the German side. The result was the Hindenburg Programme, aimed at 
doubling production in certain sectors by summer 1917, which Feldman called “a 
gamble in which the nation’s finances and resources were recklessly exposed to 
exhaustion on the basis of unfounded expectations and in defiance of [...] 
experienced experts in the War Ministry.”31” Rathenau estimated in December 1917 
that only 60% ofthe programme could be fulfilled by summer 1917. As it was the 
case with many examples of planned economies throughout the 20th century, 
Hindenburg’s production quotas deviated from, or even “had very little to do with 
either sound military planning or rational economics”,318 and in being “as much 
determined by the industrialists’ desire for profit [...] as it was by the desire for 
victory in the war of production”, 319 it exhibited the true monopolistic capitalist 


colours of State Socialism. 


The problems were compounded by heavy inflation in all aspects of the 
economy. Despite Rathenau’s pleas as early as August 1914 for the War Ministry to 
control food in the same way as raw materials were being controlled, he was told 
that “this lay completely outside his sphere of authority”,32° By 1916 there was “a 
marked increase of food riots, disturbances before food stores, and small strikes” 
with growing discontent reported - as in Japan - “amongst housewives and 
workers”.321 In April and late June 1917 “serious strikes and food riots broke out in 
the Ruhr due to the food shortage and anger over the more satisfactory food 
situation of other areas, particularly Berlin.” 322 The Supreme Command (OHL) 
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became “convinced that strikes and coal riots would harm production more than the 
losses that might be incurred through limitations on industry’s coal supply.” 323 As a 
result it played into the hands of the profiteers and became “midwife to inflation”, 
with mine owners becoming “specialists in blackmailing the government into 
permitting price increases by threatening to refuse to give wage increases”, whilst 
worker strikes enabled the mine owners “to secure military support for their price 
demands.”324 Feldman concluded that the Hindenburg Programme “had created an 
orgy of profit-making.”325 Alfons Horten, a government mining expert with expert 
knowledge on cost accounting was put in charge of reviewing the prices of raw 
materials, and by comparing the prices of Martin and Thomas steel discovered the 
“unjustified price” of the former; when the KRA asked six ofthe largest firms to state 
their costs, the request was refused.?26 Investigations into steel profiteering were 
halted, and in early 1917 Horten, who had offended the industrialists, was dismissed 


by the Supreme Command. 


2.3.2 Walther Rathenau’s State Socialism 


Compared to the oblivion to which Nishihara’s manifesto was condemned, 
Rathenau’s works on State Socialism sold well and elicited widespread responses, if 
only much of it being negative. His main works were - In Days to Come (February- 
June 1917) - 60,000 copies sold; The New Economy (January 1918) - 30,000 copies; 
The New Society and The New State (both 1919). During the later half of the First 
World War, Rathenau became “the most widely read and the most passionately 
discussed German author” 227 In short, “Rathenau believed that capitalism was 
doomed.”328 Many of Rathenau’s advocacies during this period carried a less-than- 
faint hint ofthe socialism ofthe Saint-Simonians a century before. In their magazine, 
the Producteur, the Saint-Simonians laid out “the premise that society demanded 
new direction, that only a rejuvenated and redirected economy would address the 
problems induced by war, poverty and social dislocation”, and “saw in the 
application of technology the way forward for this society. They spoke of 


‘association’ rather than competition asa new approach to industry and society, one 
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in which people joined together for the public good.” 329 Both Rathenau, and as we 


shall see, Nishihara, echoed these ideas. 


According to W. O. Henderson, Rathenau’s economic policy “was based upon 
four principles which were in his opinion ‘a decisive step towards State Socialism’. 
First, essential raw materials were brought under state control. Their exchange was 
no longer left to the free play of economic forces but was subordinated to the public 
interest. Secondly, stocks of raw materials were built up by purchases from neutral 
countries and confiscations in occupied territories. [...] Thirdly, raw materials which 
were in short supply were replaced as far as possible by materials (or substitutes) 
that could be produced in Germany.” 330 The fourth principle was in the organization 
ofthe War Corporations. A strong hint of Friedrich List’s influence can be found in 
Rathenau’s thinking. “After the World War Rathenau argued that Germany should 
profit from the experience of the blockade to reconstruct her economy on the basis 
of national self-sufficiency (Binnenwirtschaft). [...] If Germany’s income from 
exports declined she would - unless income from investments abroad and from 
services to foreigners increased - have to reduce her purchases from abroad and it 
would be for the State to see to it that only essential commodities were imported. 
Native raw materials should be used even if they cost more than foreign 


commodities.”331 


Yet Rathenau had more than material distributional considerations in mind. 
“Beyond its actual horrors,” explains Rathenau, “this war is a manifestation ofa deep 
spiritual crisis, a turning point on humanity’s road towards a higher realm” 322 
Rathenau “believed that industrial societies were lacking in any spiritual or cultural 
values” and “He was ever seeking a solution of the problem of how the masses 
herded in factories, mines and offices could find a spiritual purpose in life which 
would give real significance to their economic activities.”333 This lack of culture, as 
he saw it, was “A fundamental weakness of the machine age”.334 The worker is 
“Helpless in a world where fierce competition in the factory had replaced 
neighbourly co-operation on the land, [...| could now express himself not as an 


individual but only as a member ofa group such as the State, a Church, a trade union 
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or a club.”335 Rathenau, in a lecture given on December 18th, 1916 which received 
“Gustav Schmoller’s unfavourable reaction”,336 prophesied that “Germany would 
depend upon a new kind of economy, in which luxury would first be limited and then 
replaced by ‘new sources of joy and pleasure’ - ‘more noble pleasures,’ to be 


sure.”337 


In a sentiment that echoed the Saint-Simonians, Rathenau envisioned a new 
economy where there is no place for the idle and where everyone is a producer - 
where “all ‘healthy and strong men’ would contribute to useful production and not 
be “wasted” neither as “students ofthe history of art” nor as small retail shopkeepers, 
“selling beer and tobacco.” 338 “Rathenau hoped for a country less noisy and less 
colourful, characterized by labour that was ennobled through self-sacrifice, reaching 
for ‘the eternal, the absolute, the generally valid,’ seeking and achieving both social 
justice and civil freedom.” 339 “Industry’s other responsibility to society was to 
produce goods that were essential to providing a quality life, not unnecessary 
luxuries” 34° The need to provide the post-war state “with sufficient quantities of 
needed resources” requires an end “to both inherited wealth and inherited poverty”, 
and Rathenau foresaw that “a number of large-scale monopolies, under the sole 
supervision of the state, would be established to serve as its solid foundation.” 341 
Rathenau’s book, In Days to Come, was “begun before the war and slowly completed 


after his resignation from the War Ministry, was published in March 1917”, and - 


“offered a view of an alternative future of acommunally oriented national 
life, without falling into what Rathenau considered a socialist, materialist 
trap. Socialism, he explained, was based on ‘complaints and accusations’ and 
included no ‘luminous goals’ Together with capitalism, it too must be 
transcended [by] men whose life was ‘based upon a genuine participation 
in the world and genuine responsibility to the world’ [...] Rathenau 
envisioned a collective economic order with strong centralized control, a 
society that eschewed material values, luxury, and an ‘empty life of 


amusement, seeking spiritual integrity - as he had argued before - through 
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solidarity combined with a deep sense of responsibility. The state that 
hovered above sucha society was to take care of the well-being of its citizens; 
it should be a true ‘people’s state’, an ‘organocracy,’ as he called it, stable and 
dynamic at the same time, incorporating ‘absolute and ethical ideals,’ and 
finally ‘dethroning mechanization’ and ‘elucidating the divine elements in the 


human spirit’.”342 


Rathenau recognises in his book the existence of a proletarian class, confined by 
“walls of glass, transparent and unclimbable [...] beyond which lies freedom, self- 
determination, wellbeing and power", and agrees with the orthodox socialist that in 
modern capitalist society, “under the semblance of freedomand self-determination” 
exists “an anonymous subjugation, not of man by man”, but of one class by another, 
constituted like nations.343 Yet the greatest plight that Rathenau saw in the workers 
was not poverty and disease, but of their lack of cultural means of entertainment 
and refinement. “Self-evident and easily performed is the duty of abolishing all the 
more disastrous forms of poverty and want. [...] But this task is so simple, so 
mechanical, and despite its lamentable urgency so trivial, that it belongs rather to 
the domain of minor civics than to that of ethics. [...] Equality can never realise the 
earthly demand of our spiritual life.”344 Rathenau instead wanted a society that 
“would emphasize honesty, morality, frugality and freedom: but only on [his] terms, 
as people’s leisure time activities would be on the lines of German tradition of folk 


culture and the classics in art, culture and music.” 345 


It goes without saying that Rathenau’s views were petty bourgeois, even 
though he attacked the rich and their inherited wealth; most ironically perhaps for 
Rathenau’s own background, he regarded the entrepreneur “as a parasite that 
exploited and profiteered at the expense of working people.” 346 Probably due to his 
experiences at the KRA with blackmailing by industrialists intent on increasing 
prices, Rathenau writes that the “assignment of uncontrolled power to the 
individual monopoly is essentially immoral”.34’ So is the fact that “the racecourses 


[...| are packed with well-clothed and complacent young men, who in a single hour 
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lavish more money upon a horse or a dancer than a poor student, a poet, or a 
musician requires for a year’s support”, or that “a young woman who has married 
an old man for his money, and who is speedily widowed [...] apes a princess in her 


expenditure.” 348 


On the other hand Rathenau claimed that his book “strikes dogmatic 
socialism to its very heart”, criticising socialism as “an outgrowth ofthe material will; 
its centre is the distribution of earthly goods; [it] fights for institutions [and] 
remains at the level of politics. It can furnish criticism, can eradicate certain evils, 
can win rights. But it will never transform our earthly life, for the power to effect 
this transformation is given only to a philosophical outlook, a faith, a transcendental 
idea.” It is ironic therefore that Rathenau, who believed that “all earthly activities 
and aims find their justification in the expansion of the soul and its realm”, 349 
proposes for the amelioration of the human condition and for the “transcendental 
task” that is “to promote the growth of the soul”,350 a solution that involves precisely 
institutional change at which centre is the rational distribution of earthly goods to 
eradicate social evils - no less. The solutions which he offered to the workers’ lack 
of cultural refinement, “self-determination” and “self-responsibility” was a form of 
socio-economic organisation that would be even more austere than the present - 
one where monopoly industrialists certainly would have no place - yet it would be 


one by which society could strive towards “the goal of human freedom”.351 


Lamenting that socialism has “degenerated into greed”, Rathenau expresses 
his frustration with the socialist movement, to which his main objection was the 
“enormous increase in the spirit of reaction” that its activities have caused. The 
“degeneration” of socialism into “greed” has rendered the bourgeoisie “terror - 
striken” with the result being that “the forces of reaction were redoubled; the 
reactionaries were enabled to laugh [...] at those who strengthened the throne and 
the altar while extolling the communist commonwealth.”352 Rathenau’s distaste for 
socialism’s fixation with “the problem of material goods” and his insistence on the 
transcendental does not make him per se an anti-socialist, but demonstrates the 


utopian and ethical motive in his unique brand of socialism, which contrasts sharply 
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with the historicism and materialism of the orthodox Marxist. Rathenau’s socialism, 
ironically enough for his criticism of the spitefulness of the socialist movement, is 
based on a disdain for the wealthy, their luxury and waste; where he speaks of 
constructive methods of increasing wealth for the masses, he falls back upon Saint- 
Simonian utopian notions of universal increases of productivity by vague notions of 
coordinated industrial strategy and methods of coercing the idle to work, rather 
than solutions based on calm analysis and serious economic calculation which 


Rathenau would certainly have been capable of. 


“Europe has fallen into sloth., We must cast off this lethargy [...] we shall 
fearlessly march for a space along the road leading towards socialism, while 
rejecting its ultimate goals”.253 Yet Rathenau thought that “the nationalisation of the 
means of production has no economic significance”, 254 despite arguing that for 
“certain lucrative enterprises of a monopolistic character”, the state should be 
“entitled to claim by far the largest proportion of all profit over and above a very 
moderate return.” 355 Rathenau answers the question of “What new capitalistic 
forms will replace private enterprise” by suggesting that a new form of “autonomous 
enterprise” already exists between public and private enterprises. Such autonomous 
enterprises take “the impersonal form of the joint-stock company”, where “no one 
is a permanent owner”, implying that “the enterprise assumes an independent life, 
as if it belonged to no one” and might even “come to own itself”. Having taken on “an 
objective existence” the enterprise “becomes transformed as it were into a 
trusteeship, [...] an institution resembling the state” which could then distribute its 
ownership, in the form of shares, among the employees, whilst “the right of 
ownership can be vested in official positions, universities, town councils, 
governments”; at which stage “it has aright to expect that in case of need the state 
will provide it with funds” and even “wish and demand that autonomous enterprises 


[...] take over and to invest surpluses from the state treasury.” 356 


Rathenau detects, in a fashion similar to what we shall see in Nishihara, a 
“commercial system” that is “cryingly in need of reform”, and calls for the 
elimination of "superfluous carriage of goods to and fro, the immoderate 


multiplication of shops, [and] the excessive number of middlemen and profit takers 
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atvarious points” that forces the prices of products to be “enhanced twenty-five [...] 
or sometimes even a hundred per cent, on the way from the producer to the 
consumer.” He condemns the “millions of working days [...] wasted year after year 
in so-called business journeys” by salesmen and suggests that they “could be saved 
if the wholesalers would jointly maintain a sample store in every large provincial 
town, a place which could be visited three or four times a year by every retailer in 
the neighbourhood.” Like Nishihara, Rathenau also supports land reform and 
agricultural collectivisation, by suggesting that “All inheritance over [...] a moderate 
amount of landed property should accrue to the state”, with its upper limit 
“standardised by the economic reform of agriculture” in the direction of abolishing 
great landed estates in favour of “large scale agriculture [...] secured by cooperative 
farming” under a “gradual transition to state ownership.” 357 Rathenau describes in 
Saint-Simonian terms a country where such a new economic order has taken shape, 
characterised by total employment, free transport, the development of the arts, and 


plentiful supplies of low interest state capital for the middle class entrepreneur - 


“all the energies of the land have become active; none but invalids and the 
elderly are idle. The import and manufacture of needless, ugly, and noxious 
products have been reduced to a minimum [...] so that the production of 
necessary goods has been notably cheapened and increased. [...] Whilst the 
general wellbeing of the country is doubled or trebled by the setting of idle 
handstowork and by therationalisation of production, the accumulation 
of private wealth is checked. [...] First of all, the state grows rich beyond 
imagination. [...] The state can abolish poverty and unemployment; [...] the 
whole transportsystem in the hands of the state would be made free. [...] The 
state becomes the guardian and administrator of enormous means for 
investment [...] place[d] at the disposal of all productive occupations [...] A 
new middle class comes into existence through the national financing of such 
medium-scale enterprises as it is expedient to maintain side by side with the 
large-scale industries. The influx of nationalised capital lowers the rate of 
interest in industrial undertakings throughout the country and facilitates the 
establishment of enterprises of moderate proportions. At the same time the 


state is enabled to liberate intellectual labour from the mechanism of 
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material industry [...] The artist, the thinker, and the man of learning, grow 


independent of the decrees of a market...” 358 


To bring such an economy into existence will require drastic, decisive action. 
Rathenau judges that “Consumption [...] is not an individual affair but a communal 
affair. [...] Luxury and exclusive appropriation are subject to the communal will, and 
can only be tolerated in so far as they do not prevent the satisfaction of any 
immediate and genuine want.” There needs to be “a method for regulating 
consumption” in the form of “a widely extended system of taxes upon luxury and 
immoderate consumption” which “may have to be practically prohibitive”. Noting 
that “in exchange fora string of pearls we must send abroad the total yield of the 
labour of five German working-class families during a period often years”, Rathenau 
declares that “jewellery should be subject to a heavy annual taxation in addition to 
an import duty”, while “Tobacco and spirits, costly textiles, furs, plumage, precious 
stones, and, above all, manufactured articles of luxury, must be heavily taxed, to the 
extent of several times their original cost of production.” Rathenau concludes that 
“the equalisation of property and income is prescribed both by ethics and by 
economics”, and that “in the case ofall superabundantincome and property the state 
has a claim to anything beyond a necessary minimum.” In the coming economic 
order “There will be no place [...] for the monopolist, the speculator, or the inheritor 
of great wealth.” The new economic order mustalso accomplish the task of levelling 
the social classes, by restricting “the right of inheritance, in conjunction with the 


equalisation of popular education ata higher level.” 359 


It is hardly conceivable that the bourgeoisie would have been any less 
“terror-striken” by Rathenau’s advocacies than they were by the socialist movement. 
Despite the mass ofself-contradictory statements in his work, the crux of Rathenau’s 
ideas lies precisely in his attempt to overcome a sick, malignant capitalism with an 
even greater dose of rationalization; but having declared that “the effects of such 
measures will be greater than those of any other revolution known to modern 
history”,3©9 Rathenau has no answers to the crucial question of by whom and how 
the new economic order was to be put in place. Yet he may be excused, for the 


publication of the In Days to Come in early 1917 preceded the events in Russia. 
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Rathenau soon found his radicalism more-or-less eclipsed by that of the Bolsheviks. 
As we shall see, Rathenau’s desire to transcend both capitalism and socialism was 
to find common ground with Nishihara, butin actual practice the advocacies of both 
men fell flat upon State Monopoly Capitalism. In The New Economy published in 
January 1918, which was “as much about the war as it was about a ‘new economy - 
in war or in peace [...] hastened by the war”,361 Rathenau restates his position that 
“The economy is no longer a private matter but a communal one.” 36 As Shulamit 


Volkov describes - 


“In the coming ‘transitional period’, Rathenau prophesied, Germany was 
bound to feel the scarcity ofall major natural resources, as well as capital and 
labor. [...] Neither communism nor socialism could save the day. [...] The only 
solution was a new kind of ‘organized economy’, a system combining the 
benefits ofa free market anda planned ‘scientific order’ in the postwar world. 
‘Only by instituting such a system could Germany achieve the required rise 
in productivity; only thus could the standard of living of its workers be kept 
at a civilized level; only in this way would it be possible to reach the correct 
measure of centralization, the correct size of the most efficient factory, and 


the most effective level of government supervision and interference.’ ” 363 


Rathenau’s State Socialism also carried with it a hint of Guild Socialism, and seemed 
to hark back to the arts & craft movement of William Morris, who believed that the 
modern worker has lost the sense of pride that artisans possessed of their craft. 
“Rathenau rejects Taylor’s ‘time study’ as he believed that a ‘fair day’s work’ resulted 
when workpeople produced goods using their skills to the fullest, giving them pride 
and satisfaction. However, he agreed with Taylor’s contemporary Henry Gantt that 
industrialists should be elevated as political leaders as the ‘new power’, thus 


eclipsing the ‘old power’ of the landed aristocracy.” 364 
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It would have been difficult to find a role for the market in the society that 
Rathenau envisioned, and the coexistence of a bureaucratically-coordinated 
economy with free market conditions would be neither possible nor desirable. Yet 
Rathenau struggled hard to put his economic advocacies within the framework of a 
market economy. “Rathenau believed that monopolies should be nationalized, and 
although he promoted free trade he also believed in cartels to enable industry to 
have stability and be able to obtain an acceptable level of reward. This security for 
the industrial enterprise would in turn provide the workers with the social supports 
of housing, schooling, wage guarantees, sickness and accident benefit, and 
pensions.”365 During the First World War the German government, in the course of 
mobilizing labour, ended up succumbing to many of the demands of the socialist 
reformists. The logic was that “if war was not to be transformed into revolution, the 
governments and ruling classes”, to which Walther Rathenau certainly belonged, 
“would have to demonstrate a high degree of adaptability.” 366 Gerald Feldman 
argues that “the entire pattern of wartime political and social relations moved in 
[the] direction” of parliamentarization and collective bargaining, to the extent 
where “the political and social equality of the working class was tentatively won in 
war and finally sanctified in defeat.” 367 Walther Rathenau, in his pamphlets, 
“recognized the need for fundamental change to enable the integration of major 
industries with society. Industrial enterprises would be owned by the workers 
through trusts, which managers would run on their behalf and with their co- 
operation and involvement.” Just as Nishihara saw fit for production cooperatives 
to assume the functions of local government, “Rathenau also believed in a role for 


trade unions, as the managers of municipal services.” 369 


The tragedy would therefore be that Rathenau believed that his advocacy of 
a “managerial society” was “based upon moderate reforms”; rather, he had in fact 
put forward a radical vision of State Socialist transformation of Germany and its 
European neighbours to be incorporated into the future customs union. And much 


as it would have been the case for Nishihara, Rathenau’s prescription came to be 


along in order to be established as quickly, as painlessly, and as smoothly as possible.” Walther 
Rathenau, Gesammelte Schriften, vol. 5, 231. Ibid., 161. 

365 Starbuck, “Introduction”, xi. 

366 Feldman, Army, 4. 

367 Ibid., 4-5. 

368 Starbuck, “Introduction”, x. This effectively presaged what became the post-WWII Yugoslav 
model of workers’ industrial management. 

369 Ibid., xi. Despite showing signs of misogyny elsewhere, Rathenau “believed that the state 
should pay women to be mothers at home, on a graduated scale dependent on their performance.” 
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“rejected by his right-wing opponents as being aligned with Marx’s ideas, while his 
left-wing opponents objected to free-market democracy and businesses not being 
[already] managed by workers.”379 “The right wing-oriented Central Association of 
German Industrialists asked its members for donations in order to finance a 
campaign against ‘Rathenau’s state socialism,’ and even its competitor, the liberal 
Hansabund, came out fiercely against the ‘Rathenau system.’ Representatives of the 
lower middle class, artisans and small shopkeepers, were also provoked by 
Rathenau’s proposals.”371 Gustav Schmoller, never in accord with Rathenau, argued 
that “Rathenau’s intentions were noble [...] buthe was not sufficiently familiar with 
the economic resources of the Prussian state, so that his reform plans were unfit for 
the task, adding up in the end to no more than a utopia”, whilst the sociologist 
Ferdinand Tonnies wrote that Rathenau’s “trustin human nature was admirable [...] 
but it was unsupported by scientific observation.”372 Nishihara’s problems, as we 


shall see, would echo those of Rathenau. 


370 Tbid., xii 

371 Volkov, Rathenau, 161-162. 

372 Ernst Schulin, “Zur Rathenaus Hauptwerken,” in Rathenau, Gesamtausgabe II, 564. Quoted 
in Ibid., 156. 
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2.4 State Monopoly Capitalism and Total War Mobilisation 


2.4.1 Lenin and Bukharin on Rathenau’s State Socialism 


This section details the transformation of Rathenau’s State Socialism into the 
Proletarian War Communism of the young Soviet Union. The transformation is not 
as radical as it might seem, and in fact, as this section will demonstrate, is more of a 
rhetorical change than a change in substance. As David Lockwood argues, Rathenau 
had “provided a philosophical basis for an enthusiastic endorsement of state 
intervention”.373 The question asked by Lenin, Bukharin and other Marxists is what 
kind of state, and controlled by whom. Once that question has been resolved via a 
revolution, the logic of state intervention in a highly organised and cartelised 
capitalist economy - or what Bukharin calls a “State Capitalist Trust” - carried on as 
it did under “bourgeois rule”. W. O. Henderson writes that “Few outside the socialist 
camp contributed more towards the theory of the capitalist economy than did 
Walther Rathenau [...] Events have shown that Rathenau’s prophecies were often 
right, and that many of his unorthodox proposals were not so impracticable as they 
first appeared. [...]”374 Rathenau’s prophecies of a new economic order arising from 
total mobilisation and rationalisation were first put in place not in Germany, but in 
the infant Soviet Union. Krajewski argues that the “the roots of the planned economy 
ultimately reach back obliquely across the KRA to its initiating projector Walther 
Rathenau”,?7° adding that, “In the second half of the war, contacts [between the 
Germans and the] Russian leadership grow stronger. Lenin and his economic 
advisors Nikolai Bukharin [...] and Yuri Larin prove to be precise readers of 


Rathenau’s war economy concepts.”?7 Ironically, both Lenin and Bukharin started 


373 David Lockwood, “War, the State and the Bourgeois Revolution.” In War & Society vol. 25, no. 

2, 2006 (10), 53-78. 63. 

374 Henderson, “Walther Rathenau”, 98-99. 

375 Krajewski, World Projects, 181-182. 

376 Ibid., 180-181. Krajewski continues that “after 1918, the KRA and Siemens can continue their 
electrotechnical engagement in a secretive mission within the context of the GOELRO plan for the 

electrification of the Soviet Union. It is not by chance that Rathenau’s entire published body of 
work can be found in the reference library of Gleb M. Krzhizhanovsky, the former Siemens 

engineer and mastermind of the GOELRO plan.” Incidentally, Nishihara’s advocacy for 
hydroelectricity would be taken seriously by the Ugaki administration in Korea, and “By the end 

of the 1930s, 82 percent of Korea’s electricity came from hydropower, as opposed to 56 percent 
for Japan”. Hydroelectricity remains the largest source ofelectrical power in post-war North Korea. 
(Aaron Stephen Moore, Constructing East Asia — Technology, Ideology and Empire in Japan’s 

Wartime Era 1931-1945. Stanford: Stanford University Press, 2013. 265 note 18.) 
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off as fierce critics of Rathenau’s newly created Leviathan; Bukharin’s analysis 


preceded that of Lenin.377 As Bukharin writes - 


“The individual production branches are in various ways knit together into 
one collective body, organised on a large scale. Finance capital seizes the 
entire country in an iron grip. "National economy" turns into one gigantic 
combined trust whose partners are the financial groups and the state. Such 
formations we call state capitalist trusts. [...] the economically developed 
states have already advanced far towards a situation where they can be 
looked upon as big trust-like organisations or, as we have termed them, state 
capitalist trusts. [...| Being a very large shareholder in the state capitalist 
trust, the modern state is the highest and all-embracing organisational 


culmination of the latter. Hence its colossal, almost monstrous, power.”378 


Central to Bukharin’s analysis, which deserves to be quoted at length, is the 
assertion that the “State Capitalist Trust” which, being almost complete in many 
countries on the eve of the war due to the monopolistic tendencies of capitalism, 
have been strengthened by Rathenau’s mobilizational measures, and rendered 
indestructible by the direct involvement of the state in their operation. “...the war 
also influences the structure of individual "national" economies in such a way as to 
intensify centralisation within the limits of every "national" body and, while wasting 


productive forces on a colossal scale, it organises "national economy" in that it 


377 “the formation of state (production and trade) monopolies; the organisation of so-called 
"mixed enterprises" (gemischte Betriebe) where the state or the municipalities are partners to the 
enterprise, hand in hand with private syndicates and trusts; state control over the production 
process of private enterprises (obligatory production, regulation of production methods, etc.): 
regulation of distribution (compulsory deliveries and acceptance of goods; organisation of state 
"central distribution offices;" state warehouses for raw materials, fuel, foodstuffs; fixing of prices; 
bread cards, meat cards, etc.; prohibition of import and export of goods, etc.); organisation of 
state credit; lastly, state organisation of consumption (communal kitchens).” 


“Germany has introduced bread, potato, nitrate monopolies, etc., and has a number of 
others in prospect [...] even the coal industry is turning into a "mixed cartel" where a syndicate 
co-operates with the government. In all these cases the government directly intervenes in the 
sphere of production; there is, however, another and very effective governmental intervention 
through credit relations. Typical for the latteris the "financial mobilisation" and related operations 
in Germany. Even at the beginning of the war the Reichsbank operated through a series of other 
large banks; laterits activities in this respect were greatly augmented. The so-called "loan banks" 
(Darlehenskassen) as state institutions dependent upon the Reichsbank, soon became a very 
important factor in the realm of credit. A tremendous importance is attached to internal military 
loans that are being placed among the public directly by the Reichsbank. Thus the latter, an 
institution endowed with exceptional importance in the economic life of Germany even before the 
war, has grown tremendously in importance, becoming as it did a strong centre for the attraction 
of available portions of capital. On the other hand, it grows also as an institution that finances 
the ever increasing state enterprises and other state economic organisations. The central banking 
institute of the government thus becomes the "golden head" of the entire state capitalist trust. 
One must not think that this evolution is confined to Germany alone. Mutatis mutandis the same 
process is taking place in all the belligerent countries.” (Bukharin, Imperialism, 149-152.) 


378 Ibid., 118, 129. Emphases mine. 
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places it more and more under the combined rule of finance capital and the state.” 379 
The war itself has taken, and post-war competition will take, the form of competition 
between State Capitalist Trusts, and as we shall see, this is a notion that Nishihara 
was surprisingly alert to - “The centralisation process proceeds apace. Combines in 
industry and banking syndicates unite the entire "national" production, which 
assumes the form of a company of companies, thus becoming a state capitalist trust. 
Competition reaches the highest, the last conceivable state of development. Itis now 
the competition of state capitalist trusts in the world market. Competition is 
reduced to a minimum within the boundaries of "national" economies...” 38° As if to 
describe Walther Rathenau himself, Bukharin writes of these State Capitalist Cartels 
as the manifestation of new, state-supported bourgeois power, the proof of which 
lies in the fact that they are staffed by none other than representatives of the 
capitalist class. 381 “The state becomes more than ever before an "executive 
committee of the ruling classes." [...] the governmentis de facto transformed into a 
"committee" elected by the representatives of entrepreneurs’ organisations, and it 
becomes the highest guiding force of the state capitalist trust.” 382 Bukharin then 


delivers his coup de grace on State Socialism - 


“What is that picture of present-day "State Socialism" which appears to bea 
"change in principle"? [...| We have here the process of accelerated 
centralisation within the framework of a state capitalist trust, which has 
developed to the highest form, not of State Socialism, but of State 
Capitalism. By no means do we see here a new structure of production, i.e., 
a change in the interrelation of classes; on the contrary, we have here an 
increase in the potency of the power of a class that owns the means of 


production in quantities hitherto unheard of. To apply to such a state of 


379 Ibid., 148 

380 Ibid., 119. Emphasis mine. 

381 “The bourgeoisie loses nothing from shifting production from one of its hands into another, 

since present-day state power is nothing but an entrepreneurs' company of tremendous power, 

headed even by the same persons that occupy the leading positions in the banking and syndicate 

offices. The difference is that, under such conditions, the bourgeoisie receives its income, not from 

the office of a syndicate, but from the office of state banks. On the other hand, the bourgeoisie is 

gaining from sucha shift, since only when production is centralised and militarised, i.e., organised 
by the state, can the bourgeoisie hope to emerge victorious out of the bloody combat. Present -day 
war needs more than mere financial "funding." A successful war requires that factories and plants, 

mines and agriculture, banks and stock exchanges-everything should "work" for the war. 

"Everything for the war," is the slogan of the bourgeoisie. The exigencies of the war, and of 
imperialist preparations for war, force the bourgeoisie to adopt a new form of capitalism, to place 

production and distribution under state power, to destroy completely old bourgeois individualism.” 
(Ibid., 155) 

382 Ibid., 127-128 
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affairs a terminology fit for post-capitalist relations, is not only very risky, 
but also highly absurd. "War Socialism" and "State Socialism" are 
purposely being circulated with the direct intention of misleading the 
people and of covering up by a "good" word a very ungainly content. The 
capitalist mode of production is based on a monopoly of the means of 
production in the hands of the class of capitalists within the general 
framework of commodity exchange. There is no difference in principle 
whatsoever whether the state power is a direct expression of this monopoly 
or whether the monopoly is "privately" organised. In either case there 
remains commodity economy (in the first place the world market) and, what 
is more important, the class relations between the proletariat and the 


bourgeoisie.”383 


How then, does this lead to an optimistic situation for the socialist movement? 
Bukharin believes that the growth of the bourgeoisie, due to their monopolistic 
position within the war economy, renders the state in turn a mere organ of the 
bourgeoisie; the growth of such capital leads ultimately to calls for an effective 
dictatorship, with democratic institutions serving only as decoration. “Finance 
capital has consolidated almost all [political] varieties into one "solid reactionary 
mass" [...] "Democratic" and "liberal" sentiments are replaced by open monarchist 
tendencies in modern imperialism, which is always in need of a state dictatorship. 
[...| A "strong power" has become the ideal of the modern bourgeois. These 
sentiments are not "remnants of feudalism," as some observers suppose [...] This is 
an entirely new sociopolitical formation caused by the growth of finance capital.” 384 
This exposes the nature of the dictatorial, exploitative bourgeois state in its barest 
form. “Relations between classes become most clear, most lucid; the mythical 
conception of a "state elevated above classes" disappears from the peoples’ 
consciousness, once the state becomes a direct entrepreneur and an organiser of 
production. Property relations, obscured by a number of intermediary links, now 
appear in their pristine nakedness.“385 Bukharin believes that this would awaken 


the masses to the cause of socialist revolution. 


383 Ibid., 157 
384 Ibid., 128 
385 Ibid., 160. 
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Lenin, on the other hand, sees something in the new Leviathan of State 
Monopoly Capitalism that could render service to socialism. Rather merely causing 
the revolution to happen, the State Capitalist Trust constitutes the immediate 
preceding step to, and provides all the necessary conditions for, a transition to 
socialism. Lenin’s analysis was inspired by Bukharin, and begins with the notion that 
because banks are at the centre of the State Capitalist Trust, the nationalisation of 
banks alone will not suffice, if the nationalisation of whole industrial combines is not 
carried out; and if they were carried out by a vigilant proletarian democratic regime 
that could exercise the functions of the capitalist class, the structure of the State 
Capitalist Trust would transform directly into a socialist economy.386 What Lenin 
had in mind was the Sovietisation of the Rathenau model, but noting that similar 
tendencies were already present in wartime Russia. 387 Lenin is convinced that a 
vigilant proletarian regime will be able to put in place rapidly a Rathenau-esque 
“wartime socialist’ economic system,?88 which he calls “wartime state-monopoly 
capitalism”. Given the changed class properties of the state, Rathenau’s system could 
immediately become a step forward to socialism; it is, in fact, “a complete material 
preparation for socialism”; Lenin goes to the extent of saying that “there are no 


intermediate rungs” on the ladder between Rathenau’s system and socialism. 389 


386 “Capitalism differs from the old, pre-capitalistic systems of economy in having created the 
closest interconnection and interdependence of the various branches of the economy. Were this 
not so, incidentally, no steps towards socialism would be technically feasible. Modem 
capitalism, under which the banks dominate production, has carried this interdependence of the 
various branches of the economy to the utmost. The banks and the more important branches of 
industry and commerce have become inseparably merged. This means, on the one hand, that it 
is impossible to nationalise the banks alone, without proceeding to create a state monopoly of 
commercial and industrial syndicates (sugar, coal, iron, oil, etc.), and without nationalising them. 
It means, on the other hand, that if carried out in earnest, the regulation of economic activity 
would demand the simultaneous nationalisation of the banks and the syndicates.” (Lenin, 
“Nationalisation of the Syndicates”, in “The Impending Catastrophe and How to Combat It”. In 
Lenin’s Collected Works, vol. 25. Moscow: Progress Publishers, 1977. Emphasis mine.) 


387 “imperialism is merely monopoly capitalism. That capitalism in Russia has also become 
monopoly capitalism is sufficiently attested by the examples of the Produgol, [ie. the coal 
monopoly] the Prodamet, [ie. the metallurgy monopoly] the Sugar Syndicate, etc. This Sugar 
Syndicate is an object-lesson in the way monopoly capitalism develops into state-monopoly 
capitalism.” (Lenin, “Compulsory Association”, in Ibid.) 

388 “Compulsory syndication, i.e., compulsory association, of the industrialists, for example, is 
already being practised in Germany. |...] A law of this kind does not directly, i.e., in itself, affect 
property relations in any way; [...] it is clear that the amalgamation of large - and medium-scale 
industry and trade could be effected in several months, if not earlier, provided compulsion to this 
end were exercised by a really revolutionary-democratic government relying on the support, 
participation, interest and advantage of the "lower ranks", the democracy, the workers and other 
employees, and calling upon them to exercise control.” (Lenin, “Compulsory Association”, in Ibid.) 


389 “And what is the state? It is an organisation of the ruling class — in Germany, for instance, of 
the Junkers and capitalists. And therefore what [is] call[ed] "war-time socialism" is in fact war- 
time state-monopoly capitalism, or, to put it more simply and clearly, war-time penal servitude 
for the workers and war-time protection for capitalist profits. Now try to substitute for the 
Junker-capitalist state, for the landowner-capitalist state, arevolutionary-democratic state, 
i.e., a state which in a revolutionary way abolishes all privileges and does not fear to introduce 
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Hence Lenin’s prescription in September 1917 for “War Communism”. 390 Almost 
five years later, in April 1921, after a long, exhausting civil war which, together with 
foreign interventions, broughtthe Communist economy to its knees, Lenin conceded 
momentary defeat and announced, in his pamphlet The Tax in Kind, anew economic 
policy that would mean a retreat to State Capitalism. Yet the template was still 
Rathenau’s system, that is, with the addition of Soviet Power. Lenin goes to the 
extent of arguing that “our task is to study the state capitalism of the Germans, to 
spare no effort in copying it and not shrink from adopting dictatorial methods to 
hasten the copying of Western culture by barbarian Russia”.3?! Lenin describes State 
Capitalism as a method of countering petty-bourgeois sabotage of the Soviet 


economy, and that its adoption would be a step from petty-bourgeois production 


the fullest democracy in a revolutionary way. You will find that, given a really revolutionary- 
democratic state, state-monopoly capitalism inevitably and unavoidably implies a step, and 
more than one step, towards socialism! 

[...| For socialism is merely the next step forward from state-capitalist monopoly. 
Or, in other words, socialism is merely state-capitalist monopoly which is made to serve the 
interests of the whole people and has to that extent ceased to be capitalist monopoly. There is no 
middle course here. The objective process of development is such that it is impossible to advance 
from monopolies (and the war has magnified their number, role and importance tenfold) without 
advancing towards socialism. [...]| The dialectics of history is such that the war, by 
extraordinarily expediting the transformation of monopoly capitalism into state -monopoly 
capitalism, has thereby extraordinarily advanced mankind towards socialism. Imperialist 
war is the eve of socialist revolution. And this not only because the horrors of the war give rise to 
proletarian revolt—no revolt can bring about socialism unless the economic conditions for 
socialism are ripe—but because state-monopoly capitalism is a complete material 
preparation for socialism, the threshold of socialism, a rung on the ladder of history between 
which and the rung called socialism there are no intermediate rungs.” (Lenin, “Can We Go 
Forward if We Fear to Advance Towards Socialism?”, in Ibid. Emphases mine) 


390 “the control, supervision, accounting, regulation by the state, introduction of a proper 
distribution of labour-power in the production and distribution of goods, husbanding of the 
people’s forces, the elimination of all wasteful effort, economy of effort. Control, supervision and 
accounting are the prime requisites for combating catastrophe and famine. ” 39° (“Famine is 
Approaching”, in Impending Catastrophe) “These principal measures are: (1) Amalgamation of all 
banks into a single bank, and state control over its operations, or nationalisation of the banks. 
(2) Nationalisation of the syndicates, i.e., the largest, monopolistic capitalist associations (sugar, 
oil, coal, iron and steel, and other syndicates). (3) Abolition of commercial secrecy. (4) Compulsory 
syndication (i.e., compulsory amalgamation into associations) of industrialists, merchants and 
employers generally. (5) Compulsory organisation of the population into consumers’ societies, or 
encouragement of such organisation, and the exercise of control over it.” 99° (Lenin, “Control 
Measures are Known to All and Easy to Take”, in Ibid.) 


391 “let us first of all take the most concrete example of state capitalism. Everybody knows what 
this example is. It is Germany. Here we have “the last word” in modern large-scale capitalist 
engineering and planned organisation, subordinated to Junker-bourgeois imperialism. Cross out 
the words in italics, and in place of the militarist, Junker, bourgeois, imperialist state put also a 
state, but ofa different social type, ofa different class content—a Soviet state, that is, a proletarian 
state, and you will have the sum total of the conditions necessary for socialism. [...] While the 
revolution in Germany is still slow in “coming forth”, our taskis to study the state capitalism 
of the Germans, to spare no effort in copying it and not shrink from adopting dictatorial 
methods to hasten the copying of Western culture by barbarian Russia, without hesitating to 
use barbarous methods in fighting barbarism. If there are anarchists and Left Socialist- 
Revolutionaries [who] say that it is unbecoming for us revolutionaries to “take lessons” from 
German imperialism, there is only one thing we can say in reply: the revolution that took these 
people seriously would perish irrevocably (and deservedly).” (Lenin, “The Tax in Kind (The 
Significance of the New Policy and its Conditions)”. In Lenin’s Collected Works, vol. 32. Moscow: 
Progress Publishers, 1965.) 
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and pave the way to eventual socialism. Lenin’s logic was that the implementation 
of State Capitalism would be like paying the tuition fees to train the workers how to 
manage mass production, and became a decisive step towards future socialism.?92 
The way forward was to “buy out” the “cultured capitalists who agree to “state 
capitalism”. 393 Lenin announces that “the Soviet state and the dictatorship of the 
proletariat” is compatible with State Capitalism, and that “state capitalism is a step 
forward” compared to petty-bourgeois, small proprietor production. Thus the 
transformation is complete, from Rathenau’s wartime Phase Two State Socialism - 
a form of State Monopoly Capitalism, emulated by Russia and taken over by the 
agents of the proletariat -to War Communism; later, in retreat, Lenin again fell back 
upon the Rathenau paradigm to reinstate the State Capitalist Trust, albeit under 
proletarian control. All that was missing now was the final triumph of this worker’s 


state against the “cultured capitalists” - which Stalin setas his task. 


2.4.2 Total War Mobilisation and Expectations of Post-war Rationalization 


Bukharin and Lenin’s theories were originally intended to analyse the imperialism 
that belie the First World War. One may deduce from their work that it was the 
intense international competition between State Capitalist Trusts, with armed 
conflict being one result, that explains the connection between State Socialism / 


State Monopoly Capitalism and Total War Mobilisation.29* The emergence of State 


392 * it is worth paying for “tuition”, because it is useful for the workers, [...] not only will the 
payment of a heavier tribute to state capitalism not ruin us, it will lead us to socialism by the 
surest road. When the working class has learned how to defend the state system against the 
anarchy of small ownership, when it has learned to organise large-scale production on a 
national scale along state-capitalist lines, it will hold, if I may use the expression, all the 
trump cards, and the consolidation of socialism will be assured.” (Ibid. Emphases mine.) 


393 “The petty bourgeoisie oppose every kind of state interference, accounting and control, whether 
it be state-capitalist or state-socialist. |...] State capitalism would be a gigantic step forward 
even if we paid more than we are paying at present. |...] Russia cannot advance from the 
economic situation now existing-here without traversing the ground which is common to state 
capitalism and to socialism (national accounting and control) that the attempt to frighten others 
as well as themselves with “evolution towards state capitalism” is utter theoretical nonsense. This 
is letting one’s thoughts wander away from the true road of “evolution”, and failing to understand 
what this road is. In practice, it is equivalent to pulling us back to small proprietary capitalism. 
[...] Is it not clear that the higher we stand on this political ladder, the more completely we 
incorporate the socialist state and the dictatorship of the proletariat in the Soviets, the less ought 
we to fear “state capitalism”? [...] we must use the method of compromise, or of buying out the 
cultured capitalists who agree to “state capitalism”, who are capable of putting it into practice 
and who are useful to the proletariat as intelligent and experienced organisers of the largest types 
of enterprises, which actually supply products to tens of millions of people.” (Ibid.) 


394 “When competition has finally reached its highest stage, when it has become competition 
between state capitalist trusts, then the use of state power, and the possibilities connected with 
it, begin to play a very large part. [...] With the formation of state capitalist trusts, competition is 
being almost entirely shifted to foreign countries; obviously, the organs of the struggle that is to 
be waged abroad, primarily state power, must therefore grow tremendously.” “In "peaceful" times 
the military state apparatus is hidden behind the scenes where it never stops functioning; in war 
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Capitalist Trusts further explains the tendency towards territorial annexation and 
the formation of ‘bloc economies’ - of which the East Asian Economic League would 


have been one. Such tendencies had already started before the war 3% - 


“there are no reasons why we should consider the struggle for raw material 
less acute [...] the tendency of annexing territories containing deposits of coal, 
iron ore, copper ore, oil deposits [is shown by] England's [...] transformation 
of all of Egypt into a gigantic cotton plantation furnishing raw material for 


the English textile industry”.39° 


David Lockwood notes that “Rathenau would have been the first to agree that his 
ideas did not apply to Germany alone.” 397 This is perhaps the reason why David 
Lloyd-George saw in the KRA something for Britain to emulate; and he would put 
forward for the other allied countries such a vision at the 1916 Paris Economic 
Conference, also attended by Japanese delegates. “Within the history of the World 
War, the KRA stands out. It holds a singular position as a catalytic element for the 
development of the war that no comparable institution can parallel, neither in the 
German military nor on the part of the entente. At best, the efforts of Lloyd -George 
to organize the British munitions office after 1916 according to the model of the KRA 
exhibits certain similarities with the German measures. [...] Owing to the extolment 
of the Times article from October 1915”, which praised Walther Rathenau’s work at 


the German KRA, “Lloyd-George adapts the system for the British munitions office, 


times it appears on the scene most directly. |...] If state power is generally growing in significance, 
the growth ofits military organisation, the army and the navy, is particularly striking. The struggle 
between state capitalist trusts is decided in the first place by the relation between their military 
forces, for the military power of the country is the last resort of the struggling "national" groups 
of capitalists. [...] It ought to be obvious from the foregoing considerations that armaments are an 
indispensable attribute of state power, an attribute that has avery definite function in the struggle 
among state capitalist trusts. [...] This is why in our times, when economic conflicts have reached 
an unusual degree of intensity, we are witnessinga mad orgy of armaments. Thus the rule of 
finance capital implies both imperialism and militarism.” (Bukharin, Imperialism, 123-127.) 


395 “the war has unusually intensified the tendency towards economic autarchy, towards 
transforming the "national" economy into a self-sufficient whole, more or less isolated from world 
connections. [...] The ideologists of imperialism strive towards a state of affairs where a country 
produces everything "by itself," where it "does not depend upon foreigners," etc. Let the country 
acquire the necessary "economic supplements," let it secure for itself the sources of raw material, 
and the task, they say, is achieved.” (Bukharin, Imperialism, 146-147) “There is nothing behind 
the discussions about the creation of a middle European tariff alliance but the wish to create a 
vast economic territory as a monopoly system allowing more successful competition on the 
external market. In reality this is a product of the interests and the ideology of finance capitalism 
which, penetrating into all the pores of world economy, creates at the same time an unusually 
strong tendency towards secluding the national organisms, towards economic autarchy as a 
means of strengthening the monopoly situation of the respective capitalist groups.” (Ibid., 80.) 


396 Bukharin, Imperialism, 95. 
397 Lockwood, “Bourgeois Revolution”, 63. 
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and it also serves as a model on the French side, where it assists the reconstruction 


minister and later economic minister in reorganizing the national economy.” 398 


Britain was an unlikely candidate for KRA-styled economic reforms, with its 
long history of laissez-faire and bottom-up economic activity. Another hindrance lie 
in the snobbery and hierarchical nature of British managerial circles. “The prevailing 
wisdom in Britain [...] was that managerial skills were ‘in-born’ or were a ‘naturally 
developed personal attribute’. People were born to manage, just as people were 
born to be servants.”399 Rathenau observed in 1906, that “although Britain was still 
a world power, she was in industrial decline. He blamed poor training, trade union 
objectives and lack of management skills.”4°° Thus Lloyd George’s mobilizational 
reforms carried with it a faint sense of social revolution, in much the same way as 
the war brought socio-revolutionary changes to Germany. “The generally 
acknowledged early success of the KRA in directing the production and distribution 
of steels, coal, building materials, and foodstuffs added further weight to arguments 
that, in the wake of the war, centralized direction of the economy should be carried 


over into the task of meeting the needs of a peacetime economy.”401 


Many expected the continuation of mobilization and rationalization in 
peacetime and reconstruction, and much like Britain in late 1945, the general mood 
was in favour of drastic reform. “Towards the end ofthe war, it was broadly accepted 
in the advanced economies of Europe that something like the degree of state 
direction induced by the conflict would continue once peace was established.*°? This 
was the case even in Britain where state intervention was perhaps accepted less 
willingly than elsewhere.” British public opinion was “strongly in favour of the 
government taking control of food supplies to prevent profiteering” in what 
Lockwood describes as an expression of distrust towards the free market; the 


British public proceeded to request the government to institute “rationing to ensure 


398 Krajewski, World Projects, 179-180. As Bukharin reports — "The aims ofindustrial mobilisation 
as well as its significance have been stressed by the English minister, Mr. Lloyd George, when he 

said on June 3, in Manchester, that the law relative to the defence of the realm gave the 

government full power over all the factories; that this law made it possible for the government to 

give precedence to work most urgent; that it gave the government a right to dispose ofevery factory, 
every machine, and that were a difficulty to be encountered, the ministry was well supplied with 
arms to make its orders effective. Similar measures have been adoptedalsoin France and Russia 

Aside from direct control of state power over the production of private enterprises, the war has 

established anumber of state monopolies. In England the railways have become state property...” 
Bukharin, Imperialism, 151-152 

399 Starbuck, “Introduction”, xiii. 

400 Tbid., xi. 

401 Keith Tribe, Strategies of Economic Order. Cambridge : Cambridge UniversityPress, 1995. 152. 
402 E. Wrench, Struggle 1914-1920 (1935), 333. Quoted in Lockwood, “Bourgeois Revolution”, 69. 
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fairness”, being “an example of war-induced confidence in the virtues of 
egalitarianism.” Many in official positions “clearly expected no ‘roll-back’ of the state 


after the war.”493 The situation in Britain is as David Lockwood describes - 


“On the left, social democrats and trade unionists who did not oppose 
the war (and they were the great majority) saw, in wartime measures, 
elements of ‘progress’. The collectivist aspects of state policy in the 
belligerent countries and its enforced egalitarianism enabled the left 
to detect elements of a future socialism within it - even if it was the 
‘barracks socialism’ that Marx had warned against. In fact, the 
barracks themselves were endorsed as a progressive social model by 
sections of the labour movement, particularly in Germany and Russia. 
[...| The promise of the state resurgent had replaced that of the 


bourgeois and democratic revolution.” 404 


In the United States, too, wartime mobilisation has been planned by a number of 
organisations under Woodrow Wilson from 1915 onwards, beginning with the 
Industrial Preparedness Committee (IPC), the formation in 1916 of the Council of 
National Defense and from July 1917 to November 1918, the War Industries Board. 
The nature and composition of these institutions, rather than heralding social 
revolution, reflected the initial analysis made by Bukharin - that these would be 


staffed by capitalists and ultimately served their interests .405 


On June 14-17*, 1916 the eight Allied Nations held an Economic Conference 


in Paris. Its official recommendations were signed by delegates including Baron 


Sakatani Yoshio, [RAE] who was to advise on Chinese monetary reform during 


the Nishihara Loans. The document referred to the establishment of an Allied 


403 Ibid., 66, 69. 

404 Tbid., 61. 

405 “Tn the initial Advisory Commission a railroad executive was put in charge of transportation, 
a Sears executive was put in charge of supplies, and a conservative labour union leader was put 
in charge of labour. [...] Howard E. Coffin, vice-president of the Hudson Motor Company and 
chairman of Wilson’s IPC [...] became head of manufacturing and munitions, while a wealthy Wall 
Street financier named Bernard Baruch assumed control over raw materials. When the War 
Industries Board was formed, Baruch became its czar. When his powers were expanded, the WIB 
intervened in virtually all aspects of the economy [...] In effect this meant ensuring that Baruch’s 
friends in industry profited from military production. The board, as its official historian put it, 
‘was really the town meetingofAmerican industry, curbing, discipliningand devotingitself.’ While 
allegedly authorized to fix maximum prices to protect society from war profiteering, the board 
actually used these as minimum prices to protect specific business interests. The board’s price- 
fixing committee became the forum for the enforced cartelization of American industry.” (Lavoie, 
National Economic Planning, 223-224.) 
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“economic alliance” organized on “a permanent basis”406 and confirmed that “the 
Allied Powers have agreed to adopt a common economic policy’*°” with regards to 
three aspects of policy - the wartime economic isolation of Germany and other 
enemy nations, reconstruction in the Allied nations, and a range of post-war 
“Permanent Measures of Mutual Assistance and Collaboration Among the Allies”. In 
the second category, one clause stipulated that “The Allies declare themselves 
agreed to conserve for the allied countries, before all others, their natural resources 
during the whole period of the commercial, industrial, agricultural, and maritime 
reconstruction, and for this purpose they undertake to establish special 
arrangements”. 498 Such would include making “recourse to either enterprises 
subsidized and directed or controlled by the government themselves or to the grant 
of financial assistance for the encouragement of scientific and technical research and 
the development of national industries and resources, or to customs duties or 
prohibitions of a temporary or permanent character, or to a combination of these 
different methods.” The objective was to “increase the production within [Allied] 
territories as a whole to a sufficient extent to enable them to maintain and develop 
their economic position and independence in relation to enemy countries."*°? To 
facilitate the “interchange of their products”, measures would be taken to establish 
“direct and rapid land and sea transport service at low rates and by the extension 
and improvement of postal, telegraphic and other communications.” 410 Although the 
conference stopped well short of producing concrete and detailed proposals on 
economic reform and cooperation - unusual for a conference which lasted 4 days - 
the general direction was clear. The Allied governments have legitimized massive 
government intervention in economic administration for increasing production and 
self-sufficiency, whilst pledging themselves to the provision of transport 


infrastructure to improve wartime and post-war material circulation. 


The Japanese leadership responded enthusiastically to the Paris Economic 


Conference. The Minister of Agriculture and Commerce, Nakashoji Ren, [(#/|\EA& FR] 


wrote to the Prime Minister Terauchi Masatake that the Paris Economic Conference 


had provided a good opportunity to establish an organisation to investigate the 


406 “Recommendations of the Economic Conference of the Allied Governments”, In The American 
Journal of International Law, vol. 10, no. 4, 1916 (10), 227, Preamble. 

407 Ibid., 231, Clause D. 

408 Ibid., 229, Clause B-III. 

409 Ibid., 230, Clause C-I. 

410 Ibid., 231, Clause C-II. 
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industrial situation, something which Nakashoji “had for years thought to be 
necessary”.411 In abookchapter published in May 1918, Terauchi himself wrote that, 
in the spirit of the Paris Economic Conference - and indeed also of Bukharin’s “State 
Capitalist Trust” - the Japanese Empire must anticipate economic warfare in 
peacetime, which would take the form of competing for outlets for products. The 
country must therefore look for ways to “unify its industrial system and to fully 
equip its commercial organisations”.*!2 In addition, once Goto Shinpei assumed the 
post of Interior Minister in the Terauchi Cabinet, he continued his intense interest 


in Social Policy that he had possessed since the Meiji era as head of the Health 


dik ay 


Bureau. As Interior Minister, Goto set up a Relief Section [#2] in the Ministry and 


elevated many personnel familiar with social policy to important positions.*!% 


The stage has been set for large scale reform in Japan. All that was needed 
now was ascript. This would be supplied by Nishihara Kamezo, and it involved the 
civilianisation of plans that he had drawn up for military mobilisation, as contained 
in a Private Memorandum on Wartime Economic Mobilisation submitted to Terauchi 
Masatake in December 1917. This was a direct response to the ideas aired at the 
Allied Economic Conference, and made reference to mobilizational systems 
particularly in France and Germany. Nishihara felt that although Japanese troops 
were well trained, the nation is in need of a systematic economic mobilizational 
system.*!4 He also felt that the government purchasing system was dominated by 
“useless intermediaries” and merchants who take government orders for granted. 


Te eS 


Reforming this would require establishing a Ministry of Military Procurement [#3 


44] obviously on the lines of the KRA, with branches across the country to purchase 


materials directly from local governments, and possibly even setting up bureaus in 
China.*! Nishihara also pointed out that prolonged Japanese wartime mobilisation 


is impossible without placing both Japan and China within the same economic 


411 “Nakashoji’s letter to Terauchi on 21st December, 1916” [—JL—-7\4= TEANA 
fa], in Terauchi Papers |[¥NXx#], 201-13. In Fujii, Takashi. [kH E] “Rengokoku Keizai Kaigi 
(1916) to Nihon” (“The Allied Economic Conference (1916) and Japan”) HEHA SR (—JL—-7)) 
¢ HÆ] In Shirin [Fk] vol. 100, no. 5, 2017 (9), 62. 

412 Terauchi, Masatake. [F IE%] “Keizai no Dokuritsu to Kinyt Kikan” (“Economic Independence 
and Financial Institutions”), (RÄ O & SMR] In Research for the Post-war- Opinions ofa 
Hundred People. [RRK DOMA AA#E] Tokyo : Fuzanbo [SLU] 1918, 120. 

413 Kita’oka Shin’ichi. Gotō Shinpei — Gaikō to Bishyon (Goto Shinpei - Diplomacy and Vision.) [{@ 
FERRE — IME LT 4 VY ay] Tokyo : Chuko, [173722] 2002. 168. 
414 Nishihara Kamezo, “Senji Keizai Do’in Keigaku Shigi”, | EIF K 78 8) Bat =| in Nishihara 
Kamezo Kankei Monjo v. 33, 152. 

415 Ibid., 155-157. 
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sphere. Nishihara correctly observed that in France and Germany, economic 
mobilizational systems have not only increased labour productivity, but has also 
been actively seeking methods to mediate between capitalists and labour - 
effectively a form of wartime State Socialism.*!® At the same time though, Nishihara 
noted that wartime mobilizational systems should be designed in a way to allow for 
easy conversion to civilian use in peacetime, so as to allow for triumph in post-war 
economic warfare.*!” This serves as the starting point for Nishihara’s thinking on 
the direction that the Japanese and Chinese economies should take in the post-war 
period, and his solution was to propose a civilianised, permanent version of the 
Rathenau State Socialist system. 
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3. Nishihara Kamezo’s Strategy 


3.1 Japan’s External and Internal Impasse 


The outbreak of revolution in China in October 1911 was, according to Kobayashi 


Michihiko, [/]\f{#4] the catalyst of a “Split in the Vision of State Development” [fd 


RCS HAE D 4724] in Japanese political circles. Kobayashi named three parties in 


contest with one another*!8 - there was Yamagata Aritomo’s [LIA AH] faction of 
militarists aiming at “grand military expansion anda militaristic Continental Policy 


Line”, taking the Chinese revolution as an opportunity for intervention; there was 


Hara Takashi, [Fx] head of the Seiyukai party, [£t@] who held a “Passive, Profit- 
based Doctrine of Colonial Development”; and there was Katsura Taro, whom 


despite his military background, was dedicated to forming a new party - the 


Doshikai [/=]%@] - in order to pursue his goal of “Suppressing military expansion” 
in tandem with an “Active Continental Policy”. Katsura found an ally in Goto Shinpei, 


[432] ex-Civil Governor of Taiwan and ex-President of the South Manchuria 


Railway. (SMR) [37H #48] They resisted Yamagata’s proposal of sending two extra 


battalions to northern China to suppress the revolution there, believing that a 
military solution to Continental problems had severe limits, and preferred to 
collaborate with China’s revolutionary regime. They understood that “the resolution 


of the China problem should be addressed first”, but by non-bellicose means.*1? 


In Japan, Katsura attempted to remove the ban on civilians to become Army 
and Naval Ministers,42° and conspired with Goto to eradicate the influences of the 
Japanese military in the colonial Manchurian enterprises - to civilianise Manchuria, 
so as to speak. These plans were in opposition to the proposal to allow the Governor 


of Korea, Terauchi Masatake, to concurrently hold the Kwantung Military 


421 


Governorship [5248] which controlled Dairen [A#!] and Port Arthur [fli 


oa 


Goto Shinpei wanted instead to scrap the Kwantung Military Government, retaining 
only a Civil Governor who would also be Japanese Consul to Manchuria; incidentally 


that Consul would also be the President of the SMR, and he should bea civilian rather 


418 Kobayashi, Michihiko. [/]\({i#4] Nihon no Dairiku Seisaku 1895-1914 (Japanese Continental 
Policy 1895-1914.) [HAM AREECHE 1895-1914] Tokyo : Nansosha, [Mt] 1996. 239. 

419 Nagajima Ryuji, [R Sþ] Seikai Hiwa (Secrets of the Political World). [EX5:MeE] (Tokyo : 
Heihansha, [5Z/.¢t] 1928), 104. Quoted in ibid., 287. 
420 Ibid., 286. 

421 This was an idea put forward by the Vice Chief of Staff, Tanaka Gi’ichi. | H'P#e—] 
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than a soldier.422 Thus Goto was trying to push forward the centralisation of all 


aspects of control in Manchuria around the SMR, to the resistance of the Foreign 


Ministry and Kato Taka’aki. n5] Katsura’s untimely death in 1913 put paid to 


the Manchurian reforms, and it was Kato, of all people, who succeeded Katsura as 
head of the Doshikai. What was clear to Goto and Katsura was that the existing 
arrangement of administrative control over Manchuria and Korea was 
unsustainable, and notonly does some sortof centralisation be necessary around an 
economically-important core (ie. SMR) rather than the military establishment, but, 
as Kobayashihypothesises, the positions of Governor of Koreaand Kwantung would 
have gradually been turned over to civilians.*23 In any case, Katsura’s insistence on 
a diplomatic and civilian rather than military solution for China showed a huge 


advance in terms of Japanese political thinking compared to Yamagata’s aggression. 


Goto’s vision of Continental enterprise was one of active developmentalism, 


and this brought him much trouble from his less-than-enthusiastic or adventurous 


peers. “Goto had developed, against the opposition of Takahashi Korekiyo [31m5] 


and the Yokohama Specie Bank, UAA 


E®&fRfT] a series of proposals for a special 


bank with the authority to issue gold notes, fund Japanese development projects, 


and assist Japanese colonists. In 1914 Goto enlarged this idea into a scheme fora 


special “Bank of the Orient” [53)44847] to cover all of China.”424 This bank would be 


founded with an equal share of founding capital of 50 million yen each from China 
and Japan, and China's share would have been in the form of a Japanese loan.42° 


According to Kita’oka Shin'ichi, Goto had received endorsement from Yamagata, 


Inoue Kaoru and even the Prime Minister Okuma Shigenobu [A/£# fs] himself, 


before Foreign Minister Kato Taka'aki, out of his own brand ofidealism and personal 
vendetta towards Goto (who had refused to join Kato’s Doshikai) sabotaged the 
Bank plans.*2¢ At this point Kato raised the Twenty-one Demands against China. In 
order to weaken Okuma and Kato, Gotō commissioned Nishihara Kamezo in secret 
to investigate Japanese war crimes during the invasion of Shantung and Japan’s 


illegal sponsorship of Chinese rebels. 47 It did not take long before Okuma 


422 Ibid., 289-291. 

423 Ibid., 292. 

424 Tsurumi Yusuke. Gotō Shinpei (Tokyo : Keis6 shob6), 2: 885-904. Quotedin Metzler, Lever of 
Empire, 99; 

425 Kitaoka, Goto Shinpei, 151. 

426 Ibid., 152. 

427 Ibid., 163; For Nishihara’s account and the actual pamphlet’s contents, see Jiden, 86-113. 
This is probably the first investigation that Japan conducted on their own conduct of war. 


LEUNG Early Developmentalist East Asia 115 


Shigenobu’s cabinet resigned, and Terauchi Masatake took over the reins of 
government in October 1916. “Goto at once began to cook up plans for a new 
financial initiative in China, again invoking his slogan of ‘military preparation in 
civilian clothing. ”428 By November 1916, Goto Shinpei “urged Prime Minister 
Terauchi to devise an ‘original policy’ that would reflect the new financial 


situation.”429 Goto’s ideas have been described as being - 


“based upon a racial conception of international affairs and were unlimited in 
their ambition. His plan for an “original” China policy presented to Terauchi in 
November 1916 outlined a Sino-Japanese economic alliance aimed at 
strengthening Sino-Japanese political, economic and cultural ties to the 
exclusion of the Western powers. [...] As a start, he suggested founding a new 
bank that would channel 100 million yen to Beijing, Collateral for the loan could 


come from the Chinese government monopoly on opium’ 49 


In May-June 1914, Shibusawa Eiichi, [}#)2—] Japan’s veteran entrepreneur, had 


visited China. In 1913 Shibusawa was liaising with Sun Yat-sen to establish an inter- 


governmental Sino-Japanese Industrial Corporation.*3! [}H #3@ 4] Sun Yat-sen, 


having just offered his Presidency to Yuan Shih-k’ai, [{##] assumed instead the 
Directorship of the National Railways. 432 Later in 1913, however, Sun Yat-sen 
started a Second Revolution against Yuan Shih-k’ai, after the latter had allegedly 
ordered the assassination of Sung Chiao-jen, [##{=] President of the Kuomintang. 
Sun’s forces were defeated by Yuan and Sun was forced to flee. The person whom 


under Yuan's auspices took over the reins of the Sino-Japanese Industrial 


Corporation was Yang Shih-ch’i, [4 +5] an industrial bureaucrat second in 


command to the Minister of Agriculture and Commerce, Chang Chien. [£22] They 
then invited Shibusawa Eiichi to visit China in May-June 1914, during which 


Shibusawa met most of the (Japanese-educated) Chinese governing elite, including 


428 Metzler, Lever of Empire, 99. 

429 Dickinson, National Reinvention, 161. 

430 From Got6d’s “China Policy Draft” of Dec 1916; in Tsurumi, Gotō Shinpei (Tokyo : Keiso shobd), 
vol. 3, 649. Quotedin Dickinson, National Reinvention, 161-2. 

431 Tian, Tong. [HÉ] “Introduction 1”, in 1914 : Seze Rongyi Zhongguo Xing (1914 : Shibusawa 
Ei’ichi’s visit to China). [1914 jp — + BYf7] Wuhan : Huazhong Shifan Daxue Chubanshe, [##1 
cna AS He] 2013.2. 

432 Sun Yat-sen had, upon assuming the directorship of the National Railways, defied the appeals 
of the bourgeoisie andrefusedto reverse the 1911 Manchu policy ofrailway nationalisation which 
had caused the revolution in the first place. Sun’s assumption of the joint-directorship of the 
Sino-Japanese Industrial Corporation could thus be seen as another manifestation of his state- 
capitalist beliefs, which went in tandem with a basic acknowledgement of the socialist nature of 
his revolution, as we shall see later. 
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a "Waseda graduate association" formed of Chinese parliamentarians. 433 
Mysteriously, Chang declined to meet Shibusawa and instead went to central China 


for an American-funded river conservancy project.434 


Little came outofShibusawa’s visit because war broke out in Europe just weeks 
after he returned to Japan; yet the importance of this visit is not to be 
underestimated. Shibusawa met Nishihara ona number of occasions in 1916-17 to 
discuss China policy, and it is clear from Nishihara's diaries, for example the entry 
on 315t October, 1917, that Shibusawa either inspired or agreed to Nishihara's views 
regarding the use of Boxer Indemnity funds to encourage cotton andiron production 
in China, and to sponsor geological surveys. 435 Presumably Shibusawa had 


understood the industrial policies first advanced by Chang Chien in 1912-13 (The 


"Cotton & Iron Doctrine" [E3 ]) and perhaps even passed on some of the 


Chinese documents to Nishihara, or at least made known to him of their existence. 
Shibusawa frequently criticised the arrogance of Japanese diplomacy towards China 
and insisted - at least when speaking to Chinese crowds - that China should be 
treated as an equal partner, and that a new diplomacy was an integral component of 


his "Abacus and Analects" theory. 436 There is a high congruence in the "Sino- 


Japanese Cooperation" [H x ###8] rhetoric that Shibusawa employed in his speeches 


in China, and what Nishihara wrote in his 1918 manifesto. 


Shibusawa’s visit to China does show that at least for once, in 1913-14, there 
was a flurry of interaction between Chinese and Japanese economic bureaucrats and 
a dialogue had taken place then, if not earlier. This built upon the current of goodwill 
that had accumulated in cycles and was sometimes lost, during the two decades after 
1895; a "Sino-Japanese Industrial Cooperation" would have been impossible had the 
Chinese leaders not harboured certain Pan-Asianist sentiments. The “Bank of the 
Orient” scheme by Goto came soon after Shibusawa’s return to Japan. Kato 
Taka’aki’s Twenty-One Demands intervened just at this point however, and 
damaged beyond repair what confidence towards Japan there was amongst the 


Chinese elite, and indeed, the general populace. Terauchi Masatake, who had spent 


433 Ibid., “Introduction 1”, 2-3; see also “Speech at the Welcoming Party for Baron Shibusawa”, in 
Ibid., 71. 

434 This has aroused the speculation of some historians. See Ma Min’s opinion in Ibid., 
“Introduction 2”, 2-3. 

435 Yamamoto, ed. Shiro, [LLUASVUEP] ed. Nishihara Kamezo Nikki (Nishihara Kamezo Diaries). [PIF 
E=! aU] Kyoto : Kyoto Women’s University, [RabxTrA| 1987. 228. 

436 Shibusawa, “The Sino-Japanese Economic Rapprochement”, in Tian, 1914, 35-36. 
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many years during the 1880s as a military attaché, was driven to tears when he said 
that “The Okuma Cabinet has destroyed eternal peace in the Orient for good at one 
stroke. [...] Invading territory is an easy thing, but this would not win you hearts and 
minds.” Terauchi proceeded to predict, with great foresight, that the Twenty-One 
Demands will “turn Japan and China into Germany and France in Europe - eternal 
enemies.”437 By 1916-17 Nishihara, given his predisposition to Pan-Asianist ideas, 
decided to pick up on where Shibusawa had left; but lacking his skill and support- 
base, and given the damage Kato had done, Nishihara was doomed from the outset 


for assuming such a grand undertaking. 


Nishihara might therefore find some solace in the fact that he was far from 


alone at the time in advocating some sort of Sino-Japanese integrationism. In fact 


there was a whole field of similar opinions. Nezu Hajime, [f}4!—] an executive of the 


To’A Dobunkai, [kur] had accused the Twenty-one Demands of being unjust. 


[4 IE¥s]*38 Together with other executives a “Memorandum on China” [H4 RE] 


was sent to Terauchi in May 1917 which anticipated post-war international 
economic warfare and advocated a defence pact, railways across Eastern Mongolia, 
economic self-sufficiency and bans on the sale of cotton and wool produced in the 
British Empire. It was to be both an economic and spiritual union.*3? Nishihara very 
likely read this proposal, for he had access to Terauchi’s documents, and in his own 
manifesto he employed similar arguments to Nezu’s, for example the expectation 
that a large, coherent economic bloc composed of the British Empire would emerge 
after the war,*° and that Japan must respond by forming its own economic bloc. 
This needs to be understood within the context of the bloc-economic visions that 
emerged from the Allied Economic Conference of 1916. (see section 2.3.2) Itis worth 
mentioning that Nezu had submitted another memorandum to Okuma Shigenobu 
while the latter was Prime Minister, and this document suggested much harsher 
policies towards China, bearing greater similarity to the Twenty-one Demands. It 


serves to show that the attitude to China within the establishment and in public 


437 Nishihara, Jiden, 73, 70. 

438 Baba, Takeshi. [5343] Kindai Nicchi Kankeishi no naka no Ajia Shugi: To’A Dobunkai - T6’A 
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opinion did depend to a certain extent on whether the attitude of the ruling elite was 


bellicose, as in Okuma, or sympathetic and cooperative, as in Terauchi. 


Another prominent advocate was Nagajima Ryūji, [&&/#—] whom Nishihara 


frequently met in 1918-1919. Nagajima, a member of the House of Commons, was 
Katsura Taro’s son in law and an ex-member of the Doshikai. He left the party in 
opposition to Kato Taka’aki, both for his “erroneous foreign policy” (likely in 
reference to the Twenty-One Demands), and for having corrupted the Doshikai as a 


“party of bureaucrats’ allies”. [B {AYA %]441 Nagajima hoped to continue the 


“spiritual legacy” [#75] of Katsura Taro by promoting the idea of “Sino-Japanese 


Economic and Spiritual Integration” [H FRX ùa] which would be built on 


a military, political and economic alliance between the two countries.*42 Indeed 
Nagajima thought that such an alliance would be necessary for a future total 


mobilizational system, should Japan decide to intervene against the Bolsheviks.443 


Vice Chief of Staff Tanaka Gi’ichi had earned the title “the epitome of the China 


problem” from Viscount Miura Goro, [= X18 t2] for having plotted Kuomintang 


uprisings in the south and sponsored guerrillas in Manchuria composed of ex-nobles 
(the Tsung-she-tang 5<¢2%) against Yuan Shih-kai during the later phase of Okuma 
Shigenobu’s premiership. Yet even he now had to join the Sino-Japanese integration 


chorus. In a memorandum entitled A Personal Opinion on the Management of China 


HZR SM A] dated September 1917, Tanaka reflected on the distrust between the 


Japanese and the Chinese, and criticised Japan for lacking the will to help China rid 
itself of the reins of the powers, and the Japanese in China for not considering 
matters from the point of view of the interest of the Chinese, in addition to viewing 
them as inferiors and resorting to strong oppressive means when conflicts arise. 444 
What Tanaka proposed however was a set of highly interventionist policies, 
congruent to the style of the Twenty-one Demands, only that this time they were 
more concerned with cultural matters, to increase Japan’s control over China’s 
cultural and social welfare institutions in order to bolster Japan’s image and increase 


Chinese acceptance of Japanese values. As summed up by Frederick Dickinson - 


441 Sakurai, Shingai Kakumei, 346. 

442 Ibid., 348. 

443 Ibid., 348. 

444 “Tai-shi Keiei Shiken”, [HZR SM a] Tanaka Gi’ichi Kankei Monjo (Papers Related to Tanaka 
Giichi) [H FR BRAE] 39. 
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“Tanaka argued for the ‘harmonic union of the Chinese and Japanese 
people’ by means of ‘joint management’ of China’s economic and 
intellectual infrastructure. Included was the establishment of a Japan - 
China Association to oversee all Chinese educational institutions and 
the media; the development of a unified system of hospital care in 
China under Japanese management; the unification under joint Sino - 
Japanese supervision of China’s silk and textile industries and, in the 
form of a giant steamship company, of all Chinese railways and 
steamship lines; and the establishment of a colossal Sino-Japanese 


steel company to regulate all Chinese production of steel and oil.” 445 


Itis difficult to see howthe Chinese would have been less provoked by Tanaka’s new 
proposals than they were by the Twenty-one Demands, for Tanaka proposed taking 
away from the Chinese their last viable economic sectors, notably silk. Yet Tanaka 
was correct in arguing for the creation of a Japan-China Association and Japanese 
schools in China, for they would have created new channels of communication and 
contributed to mutual trust between the Chinese and the Japanese - provided that 
Japan’s agenda was not to deprive China of anymore of its industries and resources. 
As we shall see, Tanaka’s proposals for cultural and welfare institutions would have 
complimented well Nishihara’s more reciprocaland benevolent economic proposals, 
which were ultimately doomed precisely by the lack of communication, trust and 


goodwill between the politicians and intellectuals of the two nations. 


Indeed a similar opinion to Tanaka’s was voiced by the veteran China investor 


and Director ofthe Nissin Steamboat Company, Shiraiwa Rythei, [4 =} ¥]in a 1916 


compilation of opinion pieces penned by leading politicians and industrialists on 


Sino-Japanese cooperation. The compilation, published in Chinese, was edited by the 


Industrial China magazine [FHE] based in Tokyo. Shiraiwa also proposed 


setting up Sino-Japanese Clubs in places like Tokyo, Peking and Shanghaito promote 
communication and to dispel misunderstandings. Shiraiwa then proceeds to argue, 
in a similar vein to Shibusawa Eiichi and Nishihara, that in developing the Chinese 


economy, Japanese capital and technology is the best partner for Chinese labour and 


445 Dickinson, National Reinvention, 173-174. 
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raw materials, and that collaboration between the two will “safeguard the Orient”. 


More Sino-Japanese joint enterprises should be encouraged to establish.*4¢ 


The war years had been marked by a boom in Japan’s exports, with real output 
in mining and manufacturing increasing from 140.2 (1914) to 276.1 (1919), and 
total firm capital rising from 160.9 (1914) to 487.0 (1919).44” Before WWI Japan 
was a semi-peripheral, Dependent Development country pursuing a “subimperialist’ 
strategy,448 whereby it was dependent on loans from the London and New York 
markets to finance its continental wars and to invest in China and its colonies. WWI 
reversed the negative trade balance it had with the centre nations, allowed Japan to 
repay most if not all of its foreign debt and to become a creditor nation in its own 
right - Japan was on the way to becoming a centre nation. The country was truly at 
the crossroads, with the option on one hand of taking the orthodox imperialist 


expansionist road, and on the other, something unorthodox and yet-untried. 


Yet the Siberian intervention would prove to be disastrous for Japan, for “the 
speculation of rice dealers, who hoped for an increase in rice prices during the 
summer because of the anticipated expedition of Japanese troops to Russia and by 
sharply reduced imports of rice due to a sudden shortage of ocean-going 
bottoms”, 449 triggered the Rice Riots of 1918, a mass protest movement which 
combined complaints over the prices of daily commodities with the frustration since 
1912-3 over the lack of progress towards universal suffrage. Rapid industrial 
development*? was, along with an unprecedented wave of labour strikes, getting 
out of hand for a government which desperately needed to regain its initiative. By 


mid-1918 the situation for Terauchi was dire, as Metzler illustrates - 


“In 1917 rice prices rose nearly 50 percent. From January 1918 to the 
denouementof the rice riots in September, they rose by another 80 percent. 
Such inflation levels had not been seen since the eve ofthe Meiji Restoration 
[...] The pressure of the inflation also drove a wave of union organizing and 


of strikes, as more than 180,000 workers took part in more than 1,300 


446 Shiraiwa Ryūhei, “Zhongri Huiguan yu Jiangli Hezi Zuzhi”. (Sino-Japanese Clubs and 
Rewarding Joint Enterprises) | + H @ E HHE AHRR] In Tashan Baijia Yan (Advice from a 
Hundred Famed People from the Other Country) LUARA] Li Wenchwan, [£ .7##] ed. Tokyo : 
Zhongguo Shiye Zazhishe Bianjibu, [PEI Atermit] 1916. 

447 Yamamura, “The Japanese Economy, 1911-1930”, 302. 

448 Japan was in this case similar to Brazil in the 1960s-70s. See Evans, Dependent Development, 
318-319. 

449 Yamamura, “The Japanese Economy, 1911-1930”, 309. 

450 Nishihara, Keizai Rikkoku Saku, 193. 
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strikes in 1917-19, as many-fold increase over past levels. [...] The crisis 
point was reached in the inflationary summer of 1918. On July 23 
fishermen’s wives protested high rice prices in the town of Uozu in Toyama 
prefecture. [...] Continuing into early October, the rice riots constituted the 
largest mass disturbances in Japan’s modern history. More than a million, 
perhaps several million, people took part in riots in forty-nine cities, 217 
towns, 231 villages, and twenty-nine mining areas, where the bloodiest 
battles took place. Police and soldiers killed more than thirty protesters. 
Thus, just as the government began the dispatch of 70,000 troops to combat 
Bolshevism in Eastern Siberia, italso deployed nearly 100,000 troops to put 
down civil disorder at home, The riots were suppressed, but they greatly 


discredited the Terauchi cabinet.”451 


Terauchi resigned on 8th September, 1918 and Hara Takashi took over on the 29th. 
In any case, with or without Terauchi, Japan needed a panacea - but where might 


the mental resources for it be found? 


451 Metzler, Lever of Empire, 110-111. 
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3.2 Circumstances surrounding the publication of the manifesto 


Nishihara Kamezō was born in 1873 to a humble agrarian background in Kumohara 


village, [S/R #}] near Fukuchiyama [X511] in the Tango region [F#7] to the 
north of Kyōto.452 At the age of seventeen in 1889 he “left home for good” and 
worked first in a print shop in Kyoto, then as a “merchant sailor on the NYK line 


between Kobe and Okinawa”.*°3 He received basic education in economics and law 


whilst attending, in the early 1890s, the night-school of the Tokyo Law Academy. [32 


I 32: “2 je ] 44 Nishihara became associated during this period with Komuchi 


Tomotsune, Rif] an MP from Kyoto whom, as we have already seen, was one 


of the leaders of the National Association of Economics. [132443%@] In the early 


1900s Komuchiand Nishihara organised nationalistic, anti-Russian societies, and in 
1904 he brought Nishihara with him to Korea where they began work to erect the 


H 


Iljinhoe, [Æ] which they envisaged to be a league of Korean reformists dedicated 


to the modernisation of the Korean government.45 In 1905 Kōmuchi passed away, 


and in September 1906 the leaders of the Iljinhoe including Song Byeong-jun [K# 


i] were arrested on Ito Hirobumi's orders, Ito having been an old political foe of 


ie 


Komuchi’s. Threatened and coaxed by Uchida Ryohei, [NMH 2+] the founder of the 


Black Dragon Society [5442] who was then aide to Ito, the Iljinhoe leaders were 


released on the condition that they support the Japanese annexation of Ko rea.456 


452 Nishihara’s humble origins very probably explain why he never received the fame that he 
deserved. Although Nishihara often met elite politicians and documented these meetings in his 
diaries, the elites hardly mentioned Nishihara in their own diaries and memoirs. Terauchi 
Masatake’s diaries, for example, contained not a single entry on Nishihara. Tsushima Ju’ichi’s 
memoirs likewise never mentioned Nishihara. It is exceedingly difficult, as a result, to gauge the 
actual impact of Nishihara’s ideas, given that nobody was willing to give credit to him. 
453 Peter Duus, The Abacus and the Sword - The Japanese Penetration of Korea, 1895-1910. 
Berkeley and Los Angeles : University of California Press, 1998. 347-348. 
454 This school was known as the English Law School [32 #A#ESR] before 1889 and produced 
many prominent lawyers and legal scholars at the time; amongst the tutors at this academy were 
the legal scholar siblings Hozumi Yatsuka [A/R] and Hozumi Nobushige, [HARE] as well as 
Hiranuma Ki’ichiro. PP A5#—Bp] This academy became in 1905 one of the constituents of Chto 
University. | PAA] (Chto Daigaku Hyakunenshi Hensht linkai Senmon l’inkai (Chto 
University Centenary History Editorial Committee Special Panel), [PRAY AE LRES SA Be 
A2] ed. Chuo Daigaku Hyakunenshi : Tsushihen (Jyokan) (A Century’s History of the Chto 
University - General History - Upper Volume.) [PLAYA : W Ea (E2)] Tokyo : Chao 
University. [PAS] 2001. 207-263) 

Nishihara also attended a private academy, the Subun Gakkai [3X2] run by the 
scholar Sakada Yoshio, [#H1396)] although little is known of this institution. 
455 Nishihara, Jiden, 23-27. 


456 Han Sang-il, Uchida Ryohei and Japanese Continental Expansionism, 1874-1916. Claremont 
Graduate University PhD Dissertation, 1974, 164-167. 
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Having lost controlofthe Iljinhoe, Nishihara withdrew from politics, and became 
advisor to the Seoul Chamber of Commerce. He remained in bitter opposition to Ito 
administration in Korea. In an article from 1908 Nishihara critiqued the policies of 


a g 


the administration and proposed a brand of "Imperial Way Economics" [E38 + 382% 


¥] comprised of “economically-based governance which comforts the masses and 


which fosters the stability and improvement of economic life for the Koreans” as 
well as “improving transport and financial facilities to encourage the flow of 


commodities”. 457 Nishihara especially protested against the inflation-causing 


financial reforms of Megata Tanetaro, [H S&H AE] and Megata almost succeeded 


in evicting Nishihara from Korea.*°® But Ito was assassinated in 1909, and Sone 


Arasuke [ *4 sf 328] took over as Resident of Korea. Nishihara became “a close 


confidant” of Sone’s successor, Terauchi Masatake, whom upon the annexation of 
Korea in 1910, became its Governor-General.4°9 In 1916, when Terauchi assumed 
Premiership of Japan, Nishihara acted as his aide and secret envoy to China and 


handled work that would otherwise have been politically embarrassing for Terauchi. 


Nishihara’s ideas on economic reform for Japan blossomed in the immediate 


aftermath of the June 1916 Paris Economic Conference. The flurry of activity was in 


i 


relation to a “Movement for National Economic Renovation” [ARRA E pE] that 


was to be led by Tajiri Inajiro [HFFA XÈR] and Soeda Ju’ichi, DORH —] the leaders 


of the ‘right-wing’ of the ASSP. In the weeks after assuming premiership, Terauchi 
Masatake had been persuaded, and largely agreed, to put in place a new set of 
economic policies, but the plans came to nothing due to what Nishihara described 
as “indecision” on the part of Soeda.*©9 From this point on, Nishihara fought what 
was at times an increasingly lonely battle for reform to Japan’s internal and external 
economy. The leadership of the ASSP Right had a direct role in fostering Nishihara’s 


economic reformism, even though Soeda and Tajiri eventually backed out.*6! 


457 Sun Zhipeng. “ ‘Cunluo Jingji’ Shehui : Xiyuan Guisan ‘Wangdao Zhuyi’ de Zhimin Gouxiang’ 
(“ Village Economy’ Society: Nishihara Kamezo’s ‘Imperial Way Doctrine’ and Colonial Vision.”) 
ATARA ee @ OS PS fe = “Es Ee” 9 EG] In Beihua Daxue Xuebao (Shehui Kexue Ban) 
(Journal of Beihua University (Social Sciences)) [ILEKE 24% (th SEAN) ] 14 (3), 2013 (6), 79. 
458 Schiltz, Money Doctors, 136; Nishihara, Jiden, 35-36. 

459 Duus, Abacus, 350. 

460 Yamamoto, ed. Nikki, 150. 

461 On 21st October, 1916 Nishihara visited Soeda Ju’ichi to exchange their views on “the 
renovation ofthe national economy”. [HRK r] On 23rd October, 1916 Nishihara visited Tajiri 
Inajiro to discuss the same matter, and the diary records that their views were in agreement with 
each other. (Ibid., 151.) That same day Nishihara visited Finance Minister Shoda Kazue to report 
on his meetings with Tajiri and Soeda Juichi and discussed future plans. The next day, 24th 
October, Nishihara visited Prime Minister Terauchi to speak about the need to arouse popular 
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Incidentally Horie Kichi, [4:1 i—] a leader of the ASSP Left, was also involved 


in Sino-Japanese Economic Integration, having been invited to advise on the reform 
of the Bank of China and the country’s transition to the gold standard by Finance 
Minister Liang Ch’i-ch’ao. Horie argued that because the Allied countries had 
pledged to integrate their economies at the Paris Economic Conference, a Sino- 
Japanese economic union exclusive of the European powers would be impossible; 
still, the mutual economic complementation of two countries is highly desirable, and 
Horie believes that the finances of the US have been tied down by the European 
conflict, leaving Japan as the only viable source of credit for China. Horie revives 
Shibusawa’s idea of creating a Sino-Japanese Industrial Corporation, and funds for 
various projects be raised from issuing debt rather than obtaining loans from banks 
- a highly difficult matter at the time, as we shall see in section 3.4.5. Horie notes 
how many commentators advocating Sino-Japanese integration have neither 
acknowledged China’s independence nor respected its sovereignty. Many have 
imagined China forever remaining an agricultural country and absorbing Japanese 
products in a future Sino-Japanese economic union; but this would be wrong. Horie 
argues that progress in the direction of promoting economic integration could not 
proceed without due regard for China’s independence and the sentiment of its 
people. A self-sufficient economic unit would only work if China’s productive forces 


could also be unleashed, whilst trade with the West should never be ruled out.*62 


A year later, on 2"4 November 1917, Nishihara finally produced a thin pamphlet 


entitled “The Doctrine of Economic State- Building”, [23726 3g] which already 


contained an advocacy for State Socialism. +6? By January 1918 Nishihara began 
working ona book that became the manifesto Strategy for Economic State-Building, 
based on reference material made available to the Prime Minister. For a full day on 
18th January, 1918 he worked on the manuscript, but the diary contains no further 
similar entries.*6* This was to be the last entry on the issue until October 1918. 


During the politically and economically difficult months of summer 1918, Nishihara 


opinion on “Economic State-Building”. [KRÆ] Nishihara requested Terauchi to speak in person 
to Tajiri and Soeda. Later that day Nishihara paid a visit to Soeda, and again on 30th October 
where the men exchanged views on establishing a policy of “Economic State-Building’. (Ibid., 152.) 
On 5th November he visited the MP and entrepreneur Asano Yokichi [#27 j5 =] “to discuss 
Economic State-Building’. On 6th November Nishihara visited Soeda again and made an 
agreement with him to “promote the idea of Economic State-Building’. (Ibid., 154) 

462 Horie Kichi. [HELa] Shina Keizai Shokan. [ZHR] Tokyo: Shinmi Shoten, [JE] 
1918. 76-98, 135. 

463 Yamamoto, ed. Nikki, 228. 

464 Ibid., 239. 


LEUNG Early Developmentalist East Asia 125 


made frequent meetings with Japanese politicians and the Chinese ambassador, 


Chang Tsung-hsiang, [=5<¢#] who discussed the contents of the Loans policy with 


Nishihara in detail. By the time Goto Shinpei became Foreign Minister in late April 
1918 however, he began retracting his previous support to Nishihara, Ultimately, 
the frail Terauchi Masatake, who had been ill in bed for some time, resigned in 
September amidst national upheaval. In mid-October Terauchi asked Nishihara to 
publish the manuscript of Strategy for Economic State-Building. Nishihara set about 
finishing proofreading the manuscript, which was completed on 16 October, 1918, 


and the book was released on 31st October by Yuhikaku, a large publishing house at 


Kanda, Tokyo. [##Hq#42£]] According to Nishihara the book sold well and several 


editions were printed, 465 but I have yet to come across any contemporary 


commentaries on the work. 


On the day proofreading was completed, 16t October, 1918, Nishihara brought 
11 people to an overnight trip at an onsen in Kanagawa Prefecture; they had 
contributed to the writing of the manifesto, and Nishihara treated them to the onsen 
trip in gratitude for their services.*©° Although Nishihara’s diary and autobiography 
named only 4 of the 11 people invited on this trip, it is known that they included 


Tsushima Ju’ichi, [}#&33—] Secretary to the Minister of Finance Shoda Kazue; 


T 


Hosogai Seiho, [4 AiE#/]4¢7 a junior bureaucrat in the Ministry of Railways*68 who 


had published several economic works for popular audiences; 469 and Yamagata 


Akichi, [L1H] an economic journalist known mainly for his work Decade of 


Finance, [Hiit +4] where he evaluated Japan’s financial policy since the Russo- 


fas 


Japanese War. The last of the named participants was Kishi E, [f=2#]47° which 


probably referred to the social activist and educator, Tetsuka Kishie. [Fš t] It 


is clear that even though these men might not have participated in the actual 


drafting, the manifesto could claim to represent the views of an array of young 


465 Nishihara, Jiden, 223; Yamamoto, ed. Nikki, 276-277. 

466 Nishihara, Jiden, 223; Yamamoto, ed. Nikki, 276-277. 

467 The surname is given as Hosomi [Hm] in Suetake, but this actually repeated Yamamoto’s 
mistaken reading of Nishihara’s calligraphy. Nishihara’s autobiography (Jiden, 223) gives the 
surname as Hosogai. [4H 
468 Suetake, Taishoki, 403, n.8. 

469 See Hosogai, Seiho. [4 AiE#!] Keizai Kiji no Yomi Kata (Method of Reading Economic Articles.) 
[ceed OFA] Tokyo : Jitsugyo no Nihon Sha, [#24 Att] 1917 and Robata Keizai Ron 
(Fireside Economics.) JEZ im] Tokyo: Jikyokan Shoten. | SfE #)E] 1920 Hosogai also wrote a 
philosophical work on the practical application of the Book of Changes (or “I-Ching”). 

470 Again, Yamamoto and Suetake give a different name, “Kishi Machi” | =f] to what is recorded 
in Nishihara’s autobiography. No record of the existence of such a person can be found. 
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bureaucrats, journalists and social activists on the future blueprint for Japan and 


East Asia. 


Nishihara visited various politicians during Terauchi’s last days to try to 
convince them that an “externally Pan-Asianist and internally State Socialist” 471 
policy needed to be adopted, but this advice fell on deaf ears. Other personages who 
were possibly of influence to the Manifesto included the State Socialist Shiba 


a] and 


xm 


Teikichi, [#73374] and Pan-Asianist commentators Nagajima Ryūji [ 


Nakano Seigō. [FH EMI] Admittedly, from Nishihara’s diaries, meetings with these 


personages, often to discuss political problems over long hours in the evening, 472 


mostly took place after August 1919; in addition they organised a series of talks on 


stabilising the livelihood of the citizens [ARA EZE] on 17, 25 and 28th August, 
1919.473 On 2.4 September the group agreed to publish a comprehensive manifesto 
on the situation in Japan, China and Siberia.*’* It is quite impossible however that 
Nishihara was unaware of these influential personages and their ideas before 1919; 
Nishihara’s friendship with Shiba Teikichi provides one explanation for the 
inclusion ofthe term “State Socialism” in Nishihara’s pamphlet from December 1917. 
It is possible that Nishihara’s position as active organiser of this circle allowed him 
to influence Nakano Seigo, who would be much better known than Nishihara as a 
proponent of State Socialist ideology from the 1920s onwards. On the other hand 
there is scant record of who Nishihara’s readers were. The book was ignored by 
contemporary commentators and the elite politicians seemed too embarrassed to 
admit in their memoirs to have read it. It is known that Nishihara sent copies of the 


pre-publication manuscript to many politicians and bureaucrats across the country, 


and that one copy reached Ozaki Yujiro, [J#l 53x65] Director of the Home Bureau of 


the Hokkaido Executive. [ib č E N % fy &] A copy of this manuscript, bearing 


Ozaki’s seal, is nowin the collection of the Hokkaido University Library. 


471 Comment to the legal scholar Takahashi Sakue [S/F (41] on 27 October, 1919, in Yamamoto, 
ed. Nikki, 294; see also Nikki, 247-248 for a similar comment to Hirata Tosuke [YHK] on 1919- 
10-05. Hirata had been one of the founders of the Japanese Cooperative Movement, having taken 
his inspiration from the German model during his studies there. See Ding, Weiwen. | J {#3¢] Riben 
Chanye Hezuoshe de Shiye (The Enterprise of Japanese Production Cooperatives.) [HA#3A1E 
4E] Changsha : Commercial Press, [HEEE] 1940. 12. 

472 Yamamoto, ed. Nikki, 292, 304-305. 

473 Ibid., 290. 

474 Ibid., 292. 
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3.3 Nishihara’s basic ideas 


Nishihara makes no secret of his deep admiration for Germany and its methods of 
organisation, even though much of what he appreciated of Germany were the statist 
policies put in place after the economic crisis of the 1870s, rather than the phase of 
free trade and laissez-faire until the 1860s. Nishihara writes that “Germany has 
become the greatest power in the world in less than fifty years”475 and praises the 
achievements of Bismarck. “After the Napoleonic Wars, in 1848, an Englishman who 
visited Berlin was shocked by the poverty and lack of enlightenment in Germany and 
said that ‘in terms of commerce and industry Germany will never be Britain’s rival, 
but it could well remain an agrarian country.’ Yet ever since that was said, the 
prosperity and wealth of Germany has humiliated the French and is now in close 
competition with Britain.” Nishihara believes that the reason for Germany’s 
emergence is its economic emphasis in state policy, or what may be called a 
“Doctrine of Economic State-Building” which empowers organised, centralised 
governance.*’6 “In Germany, economically the activity of the whole nation has been 
effectuated to the ultimate, production and consumption are at their reachable 
limits, and amidst it all, savings from labour costs have been transferred to 
productive use, the result being that producers and consumers are now bathed in 
deep benefits - all this demonstrates the essence of coexistence and mutual- 
benefit.” 477 Nishihara observes that the Germans have fought during “this 
historically unprecedented world war” with such strength because they act 


according to an economic strategy of state-building which makes organised, 


concentrated activity [Hki tEh] its priority. As such it could guarantee the 
improvement of the livelihood of its citizens, and even contribute to the spreading 
of its culture on a global scale. In other words, Nishihara praised Germany for 


Rathenau’s achievements, even though Rathenau was never mentioned in name. 


In the opening chapters of the manifesto, Nishihara often quotes the German 
political theorist, Heinrich von Treitschke, who was known in the late 19*-century 
for his ultra-nationalist and militaristic advocacies; but Nishihara demonstrates that 
he is not always in accord with Treitschke, although it would seem that the latter’s 


views on international competition had made an impact on him. Nishihara, when 


475 Nishihara, “Keizai Rikkoku Shugi”, 275. 
476 Ibid., 279. 
477 Thid., 281. 
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making a case for the rationalisation and coordination of national economic activity 
for example, quotes Treitschke in that “War is a good thing, for it is the final 
judgment of god on whom constitutes the superior race.” 478 Treitschke was well 
known in Japan for his magnus opus, German History in the Nineteenth Century, 
which Treitschke regarded as “a vehicle through which he hoped to inspire his 
readers with a new sense of dedication to nation and state.” 479 The meaning was not 
lost on the Japanese audience.*®° Nishihara, with his statist views as we shall see 
below, must have agreed with Treitschke’s views that “The State is not an academy 
of Arts or an Exchange; it is power.” 481 And that “State is a Society united for 
offensive or defensive war.” 482 Nishihara certainly absorbed the Social Darwinist 
view that “The world is a battle field, history the relentless struggle of nations, 
power the only guarantee of survival, national morale and military virtue its 
foundations.’ 483 Yet as we shall see, Nishihara condemns the narrow fixation on 


preparation for war at the expense of social improvement and general welfare. 


The first chapters of Nishihara’s book are dedicated to analysing general global 
trends during and beyond the world war; a comparison with the table of contents of 
Friedrich List’s National System of Political Economy shows the arrangement to be 
similar. Nishihara notes that the war has drained Britain’s resources, with its 
national debt rising to the equivalent of forty billion yen, a situation comparable to 
the debt of nine billion yen incurred during the Napoleonic Wars. However, in terms 
of the financial burden of war, Nishihara notes that Britain’s situation in 1917 was 
actually better than a hundred years ago.*®4 Nishihara disagreed with Treitschke’s 


prediction in the late 19th-century that Britain’s dependencies would declare 


478 Nishihara, Keizai Rikkoku Saku, 5. 

479 Ibid., 30. 

480 Tokutomi Soho, [Egl] in a letter to Yamagata Aritomo, “discusses why he undertook the 
writing of his magnum opus, Kinsei Nihon Kokuminshi - In Germany there is Treitschke’s History 
of the German People. In England Macaulay’s History of the English People. Both are the best 
textbooks in their respective countries. By revealing the truth about the past they serve to 
heighten the national spirit.’” 15 May 1918 : YAM 28; Pierson, Tokutomi Soho, 1983-1957 : A 
Journalist for Modern Japan, Princeton University Press, 1980, 330-36, In Takashi, Ito and George 
Akita, “The Yamagata-Tokutomi Correspondence -Press and Politics in Meiji-Taisho Japan”, 422. 
481 Treitschke, Politik, II, 357. Quotedin S. K. Padover, “Treitschke : Forerunner of Hitlerism’, In 
Pacific Historical Review, 4 (2), 1935 (6), 164. 

482 Ibid., 164. 

483 Hans Kohn, “Treitschke : National Prophet”. In The Review of Politics 7 (4), 1945 (10), 437. 

484 After the Napoleonic Wars, Britain’s national debt equalled 460 yen per head for its population 
of 17 million, andinterest on national debt constituted 11% of government expenditure, which in 
turn comprised 20% of Britain’s GDP. Instead, at the endofthe present conflict, Britain’s national 
debt would only comprise of 7% of its GDP, and interest on these bonds would only constitute 
15% of government expenditure. Nishihara therefore believes that, given Britain’s prosperity after 
the Napoleonic Wars, it would be hard to predict British recession following the present conflict. 
(Nishihara, Keizai Rikkoku Saku, 4-5.) 
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independence when Britain was in trouble, and that Britain would thus be reduced, 
back to where it was, as a small island nation. Nishihara noted that improved 
deployment of manpower and resources from British colonies was already 
happening during the world war, and that this may result in a future tariff 
arrangement favourable to the “emergence of a Super Great Britain on the world 
scene.”485 Nishihara noted that Britain has learnt from Germany by reflecting on the 
shortfalls of its own economic system and would embark on new economic 
programmes, such as the establishment ofa colonial commercial bank on the lines 
of the Anglo-Persian Bank. He argues that all indications point to higher integration 
between, even self-sufficiency amongst Britain and its overseas colonies following 
the war. This was a reasonable prediction, given the recommendation of the Paris 


Economic Conference for a post-war bloc economy consisting of the Allied Powers. 


With regard to the United States, the war has delivered “a great leap forward in 
its industry and economy”. Nishihara notes that during the three years of conflict, 
not only has the United States repaid all of its 12 billion-yen worth of national debt, 
but has lent the equivalent of 12.4 billion yen to the Allied Powers. It is true that by 
1917 Britain had become financial dependent on American loans; the United States 
had become an enormous source of financial support to Britain and France. 
Together with its ship-building capacity - the greatest in the world - the United 
States could spare something in the area of a million troops to the rescue of the 
British and French armies, which had been in peril after the collapse of the Russian 
front. Nishihara predicts that in future the United States would also embark on 
industrial rationalisation, with aiding its post-war overseas economic activities in 
mind. Already, in Central and South America, the United States had thrown in some 
2 billion yen’s worth of investment to the detriment of British and German 
influence.*8 With the new political situation in Russia, the United States might even 
come to its economic rescue and embark on a joint development programme of 
Russian Siberia, as well as making use of the resources that China has to offer. For 


Russia, Nishihara criticises the incomplete state ofits state institutions as well as the 


485 Ibid., 7-9. 

486 Tbid., 10-12. This corresponds to Bukharin’s observation that “Only recently America was a 
debtor to Europe; in consequence of the war the situation changes rapidly: America's debts are 
being repaid, and in the field of current accounts and short term credits America is becoming the 
creditor of Europe. [...] The continuation of the war, the payments for war orders and loans, later 
the immense demand for capital in the post-war period (when the reconstruction of fixed capital 
will have to be undertaken, etc.) will increase the financial importance of the United States still 
more.” (Bukharin, Imperialism, 145) 
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deficient intellectual enlightenment of its nationals. Nishihara refuses to predict 
what would happen in Russia given its present chaotic political state, but notes that 
the nation would be capable of becoming a major exporter of agricultural, forestry, 
mineral and other industrial raw materials, as well as becoming a huge market for 
products given its 170 million-strong population. Nishihara warns that one must be 
wary of Germany’s propensity to make use of the chaos in Russia, following 
Germany’s effective military victory over the country, whilst deploying the contacts 
established within Russia’s political, economic and academic institutions, to enslave 
Russia as well as extend its influence to East Asia, something Nishihara believed to 
be highly probable. A drastic change in the geopolitical balance in East Asia is to be 


expected with the incursion of German power via a pacified, docile Russia.*87 


Bereft of the ability to foresee Germany’s sudden military collapse and the harsh 
penalties that the Allied Nations would impose upon it, Nishihara expects that 
Germany, too, would enjoy increased prosperity after the world war. Nishihara 
notes what were in effect Rathenau’s proposals for a customs union for 
‘Mitteleuropa’, putting Austro-Hungary, Bulgaria and Turkey under German 


influence to form an “independent economic zone” with an “economic policy of self- 


sufficiency”.488 Germany will “hold the cow by its ears”, [4-5-4 #4] in other words, 


strongly steer the economy in Central Europe, the Balkans and even down to 
Baghdad.*89 Nishihara noted that Germany’s capital reserves have grown during the 
three years of the war, from the equivalent of 900 million yen in October 1914 to 
1.23 billion in July 1918. This, Nishihara believes, would make Germany one of the 
largest post-war economic entities with prosperous overseas trade. He noted that 
Germany’s war expenditure, at the equivalent of 10 billion per annum, constituted 
half of the country’s GDP, but reminded his readers that Japan’s expenses during the 
Russo-Japanese war also constituted roughly the same ratio. Nishihara noted how 
the isolationist policy undertaken by Germany entailed the ‘skilful manipulation of 
internal capital’ which not only prevented the flight of capital from the country but 
also avoided the fate of a national bankruptcy. The “most praiseworthy aspect” of 
German wartime policy was of course Rathenau’s “methods of organisational 


centralisation”, which “effectuated to a fault” the power of forced or induced 


487 Nishihara, Keizai Rikkoku Saku, 16-17. 
488 Tbid., 13-14. 
489 Ibid., 16. 
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industrial rationalisation. This, Nishihara believes, has trained Germany well for 


new, post-bellum economic warfare.490 


Yet Nishihara, on the other hand, expresses deep pessimism for Japan’s future.491 
“Not only is there lacking in Japan organisational unity as in Germany, but also the 
gentlemanly moral values of Britain”.49 He admits that the situation in Japan is not 
an exact duplicate of Germany and that a direct transplantation of German practices 


might be out of the question. Given however Japan’s wartime expenses and the 


possibility of “inauspicious happenings” [#¢#22] in East Asia, nobody could be 
ascertained that the “shining glory of the Empire could be forever maintained”. 493 
Just like his mentor Komuchi Tomotsune, Nishihara blames Japan’s plight on 


“indulgent individualism”, [jz 4 WAE] or more precisely, the doctrine of 


laissez-faire. In Japan, Nishihara observed that “Upright social mores are not found 
amidst a world concerned only with short-term profits, pleasures, and flowing 
extravagances, one that has neither control nor coordination in politics or the 
economy.” This is whilst the “the implementation of constitutional politics”, which 
was widely seen as something Japan could take pride in, “hardly touches the point” 
of national disorganisation and widespread poverty. Nishihara saw a Japan “filled 
with faults from top to bottom, where politicians concentrate on gaining popularity, 
manipulate the parliament over budgetary and political matters, and are 


unconcerned with the future orientation that the nation must adopt.” Such men have 


“neither ambition nor leadership”. [u87 < Xg] The result is that there 


exists no “common track” [43% #4] for the various aspects of society, from 


politics to religion, education, the military, industry and even transport. Without an 


effort to arouse the self-consciousness of the citizenry, [RRi] Nishihara feared 


that the nation’s future would turn for the worse.494 


Nishihara did not exhibit the typical signs of conservatism, for he was not stuck 
in nostalgia. He describes how, back in the Bakufu period, although samurai families 
and their overlords were bonded morally to each other, the general masses did not 
enjoy anysense of commonality. One reason to blame for this was Japan’s feudalistic 


isolation from the world, which presumably meant that a_ nationalistic 


490 Ibid., 14-15 

491 Nishihara, “Keizai Rikkoku Shugi”, 275. 

492 Ibid., 282. “JRD < SHARAN EH — Ze X(t Wit > PEM OW & LAE ET SS” 
493 Ibid., 280. 

494 Ibid., 275-276. 
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consciousness derived from a sense of “common interest” was prevented from 
emerging; the other was the overemphasis in traditional Confucian teachings on the 
relationship between the “rulers” and the “ruled”. There is hardly anything in 
Confucianism, notes Nishihara, to suggesthow the “ruled” should associate amongst 
themselves. Ultimately the Meiji Restoration delivered the Movement for Freedom 
and Civil Rights, which brought Japan further and further away from realising 


“Statist, national consolidation”.49° Nishihara criticises the self-centred nature ofthe 


Japanese whose advocacies of freedom are “without either bounds or criteria” [#42 


bz < + 248 6 7% < ]and constitutes “indulgence”. [jtt] Nishihara criticises how 
Japanese bureaucrats turn their spheres of responsibilities into little fiefdoms, that 
in agriculture, commerce and industry, “apart from contacting people within the 
same field, there is no coordination without, and everyone occupies and runs his 


sphere in his own way. [...| Whateveryone calls free competition,” in fact constitutes 


“the laissez-faire institution of mutual ruin” 4% [rath HHR] 


Nishihara thinks that the values of “Coexistence and mutual-benefit amongst 
nationals are the basic premise of the establishment of a state.” The foundation of a 
nation’s strength “is found in the thorough self-consciousness of its citizenry with 
regard to the values of coexistence and mutual-benefit.”49” Nishihara blames free 
competition, laissez faire and opportunism for economic wastage, mutual ruin and 
political short-sightedness. 49° Here one finds strong parallels to Rathenau’s 
rationale for social reform, but Nishihara goes further than Rathenau against 
militarism, by criticising Japanese politicians for their narrow focus on military 
expansion. “Politics during the fifty years since the Meiji Restoration” have been 
“effectuated only with military force” and the “objective of benefiting the ordinary 
populace and making good use of resources and social welfare has been forgotten” 
by the men atthe top; the result is that the people have been left to their own devices, 
and that fostered unrestrained self-interest and indulgence.*?? Just as Shiba Teikichi 


wrote in 1892, Nishihara points out that Japan was mistaken in thinking of 


495 Ibid., 277. 

496 Ibid., 282-283. “ERIRE 6 BRAN Be ZIM EO SoS oh SCL > SLA Sl 
Blairs” 

497 Ibid., 277-278. 

498 Nishihara, Keizai Rikkoku Saku, 143. “D.C Bi EEE CPBL + EKLS AEL THA 
SS ARS CHASES 7% SAC (EL > SEM ATRL > AUD) AIL CHA OKA HN ` 
FICOLL ACA SRBKRDERT °“ 
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expenditure in national defence as mutually-exclusive to the welfare of its ordinary 
masses. The “consolidation of military assets in defence” requires the “support and 
backup” of “coordinated productive activities of the citizens”, contrary to the 


“passive” attitude of “territorial defence”.500 


Tightly linked to defence capability was the issue of economic productivity, and 
Nishihara observed that the GNP of Japan was around 3 billion yen, or only 60 yen 
per head, whilst that of Britain was 442 yen, the US at 430, France at370, Germany 
at 300. Nishihara believes that if Japan’s GNP per capita were to increase beyond 
200, “thorough industrial policy would have to be implemented [...] and the eternal 
welfare of the nation’s citizens should be the object pursued.” °°! This demonstrates 
innovative use of statistics; the first estimates of Japan’s GNP were made in 1902, 5° 
and Nishihara here clearly articulates a GNP-based “growthism” which did not 
become mainstream until the 1950s. Nishihara then provides his panacea - State 
Socialism in the form of Neo-Confucianism. Nishihara observed that, “most 
importantly, the requirements of the new era lie in a coordinated, economic State 
Socialism, which is the improvement of welfare for a nation’s citizens according to 
the coordinated and united activities of the whole nation based on the principle of 
coexistence and mutual-benefit; real national policy should aim at nothing other 


than the stabilization of its citizens’ livelihood and its upward progress.” 5° 


Nishihara presents his Neo-Confucian State Socialism as the fusion of the best in 
Eastern and Western civilisations. He noted that although it would seem difficult to 


assimilate the history and traditions of the empire with what he observed were 


“Christian-based doctrines ofrespect towards individual character” [A *&# #4] and 


‘sanctifying of labour’, [X+ 1E} ¢ 4] a new era has come where people have 
been awakened to the problems of disregarding individuality and labour rights. The 
opportunity has come for the essence of the “Imperial Way of the Orient” to be 


blended with Western Civilisation, so that the Oriental and Occidental Civilisations 


500 Ibid., 282. 

501 Ibid., 284. 

502 “The first estimate of national income in Japan was made in 1902 (for the year 1900) by a 
scholar named Nakamura Kinzo. His report, titled Teikoku jinmin no shotoku (Income of the 
populace of the empire), was based on net output figures for various industrial categories, and it 
estimated national income at 1.8 billion yen. Just several years later Yamashita Tetsutar6, also 
an academic, estimated nationalincome for the year 1904 by using the final expenditure method 
of calculation. [...] Their calculations were simple production aggregates, not related to one 
another through formalized accounting procedures.” (O’Bryan, The Growth Idea, 51.) 

503 Nishihara, “Keizai Rikkoku Shugi”, 281. “HES OC ` #ENOZORL Stil H S ROWS ER 
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could be fused together to produce something that could surpass the ideologies of 
the day.5% In addition, “The Imperial Constitution must be employed flexibly” 5 as 
to allow radical reforms to the socio-economic structure of Japan. In the place of 


rampant laissez-faire and individualistic indulgence, a new “fountain of vitality for 


the nation” is needed, [357Jj8) and that would come from an organic method of 


blending and uniting Statism and Individualism. [HZ +. $8 ¢ WHA ER + & Rh] 906 
Although it is unclear where exactly Nishihara’s inspiration came from, it is known 
that his mentor, Komuchi, had also written pamphlets on Confucianism. Nishihara 


proceeds to elaborate on the Confucian reading of State Socialism - 


“For one to live, [Æ] he must not be disloyal, and one lives if he is loyal; 


LE] for one to exist, [F] he cannot be lacking in filial piety, [=] for filial 
relations permitted his existence in the first place; for one to wish to live 


and to exist, he must not neglect mercy and justice, [{=#¢] and the path to 


mercy and justice lies in coexistence and mutual benefit. [£4475] What 


therefore runs through the Strategy of Economic State-Building is the 


principle that survival means loyalty, filial piety, mercy and justice; [...] this 


is the new life, and the new spirit, [#4 aa#r¢4] and with it, the state, the 


family and the individual may be connected. Were this spirit to continue 
through the hundreds of generations of our descendants, it will not only be 


a lineage in blood, but will be the continuation of a principled, moral life, 


[#438694 an] which when perpetuated consistently, will reveal the real 


significance of life, and will bring into existence a living universe DEZH] 


where there would be wealth for the nation and prosperity for the family 


- in the hope of pursuing eternal welfare [#@ ak] for the state and its 


citizens.”597 


Incidentally, compared to the handwritten manuscript of the Doctrine of Economic 
State-Building which probably dated from mid-1917, although Nishihara’s 
Confucian rhetoric was already present, the adoption of the term ‘State Socialism’ 


appears to have been an afterthought. In the handwritten manuscript Nishihara 


504 Nishihara, “Preface”, Keizai Rikkoku Saku, 2. “EI6GAILR4OSM*eReRe UC. Zee 
PEESCHAe DAT Ly RAHA a L BLO FE & et SB” 
505 Nishihara, “Keizai Rikkoku Shugi”, 283. “HERA EAL” 

506 Here Nishihara echoes Treitschke’s argument that “The state’s relation to the individual is 
totally different [...] The state is the true embodiment of mind and spirit, and only as its member 
the individual shares in truth, real existence and ethical status .” (Kohn, “National Prophet”, 429) 
507 Nishihara, “Preface”, Keizai Rikkoku Saku, 4-5. 


LEUNG Early Developmentalist East Asia 135 


instead refers to “The Doctrine of Economic Coexistence”. [ 2% 3## AY H 7 © #8] 508 


Nevertheless, this is still in line with Nishihara’s more concrete advocacies, where 


he argues that the vitality [349] and capability [§E 77] of the Japanese populace should 


be flexibly deployed and unleashed [}4F42$##] according to the best methods. R% 


DFE] Such aims were to be internally realised by the government administration 


of the daily necessities of the general populace; [2 H RO435.4H iD E] the 


Vat 


regulation of commodity prices; [#7 {# 2 Ji ffi] the rationalisation of methods of 


production, distribution and consumption; [4.47 fc 3420 Fiz] and the initiation 


of institutional improvement. [41423] Externally he argues for the imposition of 


total state control over exports and imports, [4pO#HH Alc ` AC BRA Sel & HOA] in 
SECOS LAVRE 


i> 


order to establish a policy of self-sufficiency. [LAT 4 


This would appear to be an extension of the analysis in his handwritten 


manuscript that the rise of Germany was due to Neomercantilism, [JE HER] 


whereby on one hand Germany adopts Militarism and on the other implements a 


“Programme of Economic Independence”, [27849 #911. #18 L ] which entailed harsh 


customs duties, the protection of domestic industry and the encouragement of 
exports - thus demonstrating the influence of Friedrich List’s protectionism and 
Walther Rathenau’s ‘self-sufficiency’ programme on Nishihara’s thinking. He argued 


for coordination among departments and sectors in order to foster "greater 


personal productive efficiency", [HA DE ÆRE RA IMEL] "the development of the 


national economy”, [HRR] and the "increase of popular income". [RRE 


i441] These reforms, and the new diplomatic line with China, are ultimately justified 


by the prospect of renewed, intensified international competition after the war.°!° 


Nishihara’s State Socialism would not have been in conflict with an imperial 
mindset. As in the German case, the leaders of the Social Policy School, “Adolph 
Wagner and Gustav von Schmoller, Treitschke’s colleagues at the University of 
Berlin and equally influential in molding public opinion, shared Treitschke's faith in 
the German power state and its foundations. They regarded the struggle against 
English and French political and economic liberalism as the German mission and 


wished to substitute the superior and more ethical German way for the 


508 Nishihara, “Keizai Rikkoku Shugi”, in Nishihara Kamez6 Kankei Monjo, vol. 29, 40-41. 
509 Nishihara, Keizai Rikkoku Saku, 2. 
510 Tbid., 43-44. 
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individualistic economics of the West.”5!1 Nishihara had obviously taken this up as 
Japan’s mission. Nishihara’s Neo-Confucianism reflects, and modernises, thinking 
first put forward in the ancient Book of Rites on good governance, for example the 
mantra “let not commodities lie wasted on the ground”. Nishihara’s ideas also 


appear to be closely-linked to the inter-war ideology of “Popularism” or 


“Minponshugi’, [X#E #3] and gave it a materialistically-based interpretation. In 
Nishihara’s case, the ultimate incarnation of Minponshugi would lie in a 
materialistically-reinterpreted Neo-Confucianism that would lead to an economic 


panacea for Japan’s social problems, and that would be rationalisation, ala Rathenau. 


In his book Nishihara deals with the reforms necessary to increase Japan’s 
productive power in each section of its society, in order to improve living standards 
and to provide the means for cooperation with China. From land reform to industrial 
coordination and the restructuring of the administrative machinery, Nishihara 
probably had in mind Friedrich List’s basic formulation that “the prosperity ofa 
nation depended not upon the wealth that it had amassed but upon its ability to 
develop ‘productive forces’ which could create wealth in the future. These forces 
included scientific discoveries, advances in technology, improvements in transport, 
the provision of educational facilities, the maintenance of law and order, an efficient 
public administration, and the introduction of a measure of self-government.” 512 
Nishihara would be expounding upon each element in his manifesto, and the style 
ofargumentation he employs is what is known in Gunnar Myrdal’s terms as “circular 
causative reasoning”, whereby all parts ofa totality are related, and an alteration in 
one factor creates a loop of changes for all other aspects, ultimately coming back to 
effectuate a change in that original factor. Nishihara sees production and 
consumption not as a static balance but as being in a co-dependent and mutually- 
exacerbating relationship; he also sees the relationship between reforms in Japan 
and in China in such light. This thesis shall return to the comparison with Gunnar 


Myrdal in its final section. 


511 Kohn, “National Prophet’, 433. 
512 Henderson, Friedrich List, 177. 
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3.4 Economic Reorganisation 


3.4.1 Agriculture and Local Government 


Nishihara attacks the agricultural issue from two points - 1. Prices of rice and 
cereals, and 2. Inequality in land holdings. At the time of writing (mid-1918), Japan 
was almost self-sufficient in terms of rice consumption, which was partly the result 
of protective tariffs, although the pressure was mounting for that to be changed. 
Using “western academic methods” Nishihara concluded that for Japanese families, 
food expenses constituted 30-60% of its income, and that for most of the lower 
classes it tended to be around 60% - the lower one’s income, the higher the ratio 
occupied by food expenses. Nishihara then listed the average price of rice in Tokyo 
and Osaka from 1897 to 1914, noting that it has risen from 12.136 yen to 17.722 
yen, or a 46% increase.°!3 Nishihara has compared the price of grain in New York, 
Paris and Berlin and noted a much smaller increase in price. Speculation in rice 
prices have destabilised industry and according to Nishihara, it was to blame for the 
loss of a steady, persevering sentiment amongst peasants, leading to a messy 
economic state in most agricultural families. Nishihara looked forward to the 
abolition ofJapan’s protective tariffs on grain imports, so that rice from China, which 
matches the quality of third-class rice in Japan, could be imported. The main focus, 
however, still lies in the improvement of agricultural methods in Japan and a 


comprehensive land reform programme.°!4 


Nishihara criticised the government departments of lacking a basic grip on the 
facts of Japan’s agriculture.°!5 What is clear in any case is that most families were 
working on plots too small for economical cultivation. Nishihara therefore 
recommended drastic land reform. Each landowner, unless he could prove himself 
capable of cultivating more than the allowed maximum, would be allowed at most 
two cho, including both paddy fields and farmland (or 4 cho where only farmland is 


concerned). The excess land would be purchased by the Provisional Agricultural 


513 Nishihara, Keizai Rikkoku Saku, 53-55. 

514 Ibid., 64. 

515 According to the Statistics Department of the Interior Ministry, Japan has 2.88 million cho [H]] 
of paddy fields [H] and 2.39 million cho of farmland [Jf] in Japan. On the other hand, the Ministry 
of Agriculture and Commerce gives 2.917 million cho of paddy fields and 2.979 million cho of 
farmland - a difference of 37,000 cho of paddy fields and 589,000 cho of farmland. According to 
the Ministry of Agriculture & Commerce figures, each family has little more than half a cho each 
of paddy fields and farmland. A total of 1.98 million families, or 36.4% of all 5.45 million families 
work on farmland of less than halfa cho, whilst 68,000 families or 2.48% have more than five cho. 
(Ibid., 47-48.) 
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Rectification Bureau [Kiii E 34 FH fj] which would issue 2.6-billion-yen worth of 
land bonds, with 5% interest per annum, over a period of 26 years, to purchase 
excess land from landowners ata price equal to the average price in the years 1911- 
1915. Two cho of land would then be distributed to each peasant family, defined as 
a group of three men and women of the age of 16 or more who are able to engage in 
cultivation. The Bureau would also engaged in the process of redrawing the borders 
of the plots so as to eliminate plots of irregular sizes in order to permit large scale 
cultivation.5!© These stipulations, as we shall see, would have been even stricter 
than the provisions of the 1946 Land Reform, which allowed the landowner to retain 
up to 5 cho of farmland. Although the ASSP discussed the peasant problem in mid- 
1915, and their plight was noted by many of the speakers, none of the participants 
suggested land reform as the solution.®!” Nishihara’s suggestions were therefore an 


original, radical vision with clear socialist inclinations. 


What follows is the question of the kind of social system that would need to be 
erected to complement the vastly changed socio-economic structure of rural society; 
Nishihara’s recommendations involved the widespread establishment of 


production cooperatives. Nishihara quotes the Tokugawa policy of neither killing 


the peasants nor making them live [ġà Æ & J] which in Nishihara’s view, “kept 
the peace” for three centuries but stripped the peasants of any will to govern 
themselves; yet this was not the only reason for lacklustre local self-government. 
Nishihara criticised the Meiji policy of “Self-Government” in that it only focuses on 
administration and provides no mechanism for economic interaction, which 
explains why “Self-Government” for the localities has remained in a sickly, dismal 
state. Nishihara considers that it was a shame for the designers of the local Self- 
Government system, notably Yamagata Aritomo and the German legal advisor 
Lorenz von Stein, to have placed undue emphasis on reforms to political 


representation, whilst having totally overlooked [Æ #] the encouragement of 


economic, production cooperatives of the German type. Represented by Friedrich 


Wilhelm Raiffeisen (1818-1888) and Hermann Schulze-Delitzsch (1808-1883), they 


516 Ibid., 65-71. 

517 These discussions are containedin Shakai Seisaku Gakkai. (Association for the Study of Social 
Policy) HESKES] Shénd Hogo Mondai. (The Problem of the Protection of Small Tenants) [/)\ 
(ai [jl] Shakai Seisaku Gakkai Shiryo Shūsei (Association for the Study of Social Policy 
Historical Materials Compilation) Vol. 8 HEKERE S PRR 8 &] Tokyo : Ochanomizu Shobo, 
[fIAS OD 7K fs] 1977. 


LEUNG Early Developmentalist East Asia 139 


could have provided real content to local self-government.5!8 Since both men were 


mentioned by name, it is worth describing their movements at some length here. 


In 1763 —1815 serfdom was progressively abolished in Prussia, and it became 
easier for peasants to purchase land. These policies, however, “created a free but 
undercapitalized peasantry, and the agricultural price declines of the 1880s and 
later left some holdings burdened with mortgage debt.”519 Michael Klein has put it 
more succinctly that “The so-called liberation of peasants had not only freed the 
rural population from the bonds of feudal serfdom, but released them into a socially 
extremely uncertain future.”>29 Nishihara would have understood that this is exactly 
the situation in which the peasants would have landed themselves after land reform 
in Japan. 52! The common enemy of the cooperatives were the loan sharks - “annual 
interest rates in excess of 30 percent were not uncommon” 522 - whereas 


cooperatives typically offered loans at 3.5% plus 0.25% charge. 


Raiffeisen’s Christian-inspired cooperative movementstarted in winter 1846-47, 
during the last famine in Central Europe. In the early years only the wealthy could 
join his organisation,°23 but their contributions were declining by the 1860s, such 
that Raiffeisen reluctantly reorganised his cooperatives in 1864 upon the lines of 
the Schulze-Delitzsch banks to restrict the cooperatives’ functions to lending only, 
and offered membership to the “poorer, largely borrowing, sections of the 
population as well, while retaining the wealthy members”, whose deposits “were 


expected to be the financial backbone of the associations.” 524 The hierarchy and 


518 Nishihara, Keizai Rikkoku Saku, 228-231. 

519 T, W. Guinnane, “Cooperatives as Information Machines: German Rural Credit Cooperatives, 
1883-1914.” In Journal of Economic History, vol. 61, no. 2, 2001 (6), 368. 

520 Klein, Michael. “The Cooperative Workof Friedrich Wilhelm Raiffeisen and its Christian Roots”, 
5. <http://www.stiftung-der-genossenschaftsmitglieder.de /html/foerderp/archiv_pdf/Dr_Dr_ 
Klein-IRU0109_en.pdf> Last visited 26th April, 2018. 

521 Some debate exists on whether Raiffeisen or Schulze -Delitzsch should be credited for having 
started the first cooperative, but the nature of their cooperatives remained different. Schulze - 
Delitzsch’s cooperatives, which were first founded in the 1840s, focused on urban artisans, 
“handworkers,” and small shopkeepers, and were rare in rural areas, but “often served 
agriculturalists in the absence of rural cooperatives”; this is whilst Raiffeisen’s cooperatives were 
“intended to be, and remained, primarily rural.” By the late 19t century they had evolved into 
two bitterly-competing systems, and Nishihara’s inability to distinguish the two seemed ironic in 
this respect. (Guinnane, “Information Machines”, 369.) 

522 Guinnane, “Information Machines”, 368. 

523 “Raiffeisen, then mayor of a rural community in the Westerwald (Weyerbusch), [...] succeeded 
in obtaining the support of still wealthy citizens for his project of paying existing cash into a fund 
used for the purchase of grain to be given as a loan to those suffering from the famine. He later 
built a community bakery; the bread produced was distributed amongst the needy against a 
promissory note.” (Klein, “Cooperative Work”, 4.) 

524 Ibid., 5-6. Guinnane, in “Information Machines”, 369, further adds that “Prior to the 1889 
cooperative law no German cooperative could have limited liability. After 1889 many Schultze- 
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financing of the cooperatives was highly centralised. 525 The Prussian State 
Cooperative Central was founded in 1895. “The bank had to pay the government 
three percent per year for invested capital.”526 During a debate at the Prussian 
House of Deputies one member remarked, in a similar way to views that Nishihara 
would air in his manifesto against the Bank of Japan and the Bank of Industrial 
Encouragement, that “for the first time, the state recognises that the Reichsbank is 
unable to satisfy the credit needs of agriculture and the handicrafts, and moreover, 
the state recognises that these two sectors, agriculture and handicrafts, have the 
same right to have their credit needs met by the state as do heavy industry, large - 


scale trade, or the financial markets.”527 


Nishihara argues that the present ‘legal omnipotence’ and ‘coercive powers’ of 
the ‘self-governing’ townships and villages, itself an improper transplantation of 
German practice, should be scrapped. 28 By this he means that townships and 
villages have taken up too many responsibilities ranging from policing to education, 
and has little attention to spare for economic development. Nishihara argues instead 
that production cooperatives should be made the basic unit of local self- 
government??? and that some of the power could be taken away from the township 
and village authorities, whilst everyone should be assigned to a cooperative 
according to his occupation and geographical location — an idea which is nota 


million miles away from the “People’s Communes” of Maoist China. Nishihara notes 
that most of these cooperatives have limited financial means. This makes an average 


cooperative roughly akin in strength to an entrepreneur in the lower-middle 


Delitzsch cooperatives switched to a limited-liability form. All Raiffeisen credit cooperatives [...] 
retained unlimited liability even after 1889.” 

525 “At the national level each group had a single organisation, although the role of that 
organisation differed across groups. The rural cooperatives, in addition, developed regional 
‘centrals’, specialist cooperative institutions that provided services to their primary cooperatives 
in a specific area. [...| Central cooperative banks accepted deposits from and made loans to 
cooperatives in their region. [...] The Schulze-Delitzsch group was suspicious of cooperative 
centrals. Many of its members used the Deutsche Genossenschaftsbank von Soergel & Parisius 
(DGSP) for purposes analogous to those performed by a central bank in the rural group.” (T. W. 
Guinnane, “State Support for the German Cooperative Movement, 1860-1914.” In Central 
European History vol. 45, no. 2, 2012 (6), 213-214.) 

526 Ibid., 218. 

527 Ibid., 220. 

528 Nishihara, Keizai Rikkoku Saku, 235, 241-243. Nishihara accused the localities of exhibiting 
tendencies of “Legalist Omnipotence of Local Self-Government” [56 4) B34 53 86 = #] and 
“Omnipotent Coercive Powers of the Townships and Villages”. [HH AEREE] 

529 Ibid., 246. EJE ADAE & EEA AIO KD A” 
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ranges. 530 Nishihara recommends that the Imperial Bank of Industrial 


Encouragement [#E#)2£4(7] step in to assist the Cooperative Movement. 


By suggesting that production cooperative become the new economic and 
administrative foundation of the Japanese state, Nishihara brought the Cooperative 
Movement to a level beyond the imagination of its German founders; and it would 
have been a surprising development, given the strained relations between Schulze - 
Delitzsch’s social-liberal inclinations and the Bismarckian establishment. “The 
Schulze-Delitzsch group used the term “state socialism” (Staatssozialismus) to abuse 
any cooperative group that accepted government assistance, thus (unfairly) 
equating Raiffeisen with Lassalle.”°3! Yet for Nishihara, the Cooperative Movement 
was State Socialism. Nishihara’s views echoed precisely those of Ferdinand Lassalle, 
who advocated the establishment of "Productive Associations” benefitting from “the 
advance of capital by the State - first at low interest, and eventually free - because 
he regarded the working classes as the greatest power in the State, and as having a 
peculiar claim upon its resources.” 532 Nishihara also probably saw in ‘self- 


government the possibilities of Lassallian ‘self-actualisation’.533 


Ni 


Nishihara’s inspiration might have come from Hirata Tosuke, [> 


By] ex- 


Minister of Agriculture and Commerce and an ally of Yamagata Aritomo’s. He had 
studied in Germany and pioneered the Cooperative Movement in Japan during the 
1890s. During much of 1916 he was lobbying, along with Goto Shinpei, for Terauchi 
Masatake to be Prime Minister; Nishihara had met Hirata on a number of occasions. 
Nishihara believed that with the establishment of truly self-governing and 
economically-potent Cooperatives, the gun, [#8] or ‘county’ authorities below the 
Prefecture would be ripe for abolition. This was not Nishihara’s original idea, and 
indeed were parallel to that of Hara Takashi, leader of the Seiyukai parliamentary 
majority. Hara’s reasons to request the abolition of the gun was however totally 


different. Throughout the 1900s, Hara aimed at breaking up Yamagata’s hold in the 


530 With both Credit and Production Cooperatives having total deposits of 38.85 million yen, and 
they have handed out loans worth 37.881 million yen. This translates as an average of 7,700 yen 
in assets for each cooperative, or 61 yen per capita. (Ibid., 182-183, 244-246.) 

531 “Schulze-Delitzsch was one of Bismarck’s bêtes noires. [...] In their early days, Schulze- 
Delitzsch’s cooperatives suffered politically motivated harassment [...] The real reason [...] was his 
position as a leading liberal figure.” (Guinnane, “Cooperative Movement”, 215.) 

532 Dawson, Ferdinand Lassalle, 205. 

533 “With this co-operation the labourer will become his own undertaker, and the distinction 
between wages and profit will disappear, and the produce will go to the producer. [...] The labourer 
will be doubly-benefitted, for he will secure his produce now, and he will receive all the advantage 
that will accrue as labour becomes more productive.” (Ibid. , 205.) 
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rural areas,°34 and even made a speech where he said that “The major issue behind 
the abolition of the gun system is the complete destruction of the Yamagata faction. 
I intend to abolish the gun system and ruin that faction with one stroke.” 535 
Nishihara’s proposal to strengthen the Cooperatives would no doubt have run afoul 
of Hara’s continued attempt, until success in 1921,36 to undermine Yamagata’s local 
network ofsupportand to foster the growth of townships and villages, levels oflocal 
authority susceptible to Seiyukai influence, even though land reform might deprive 


the Yamagata-supporting landowners their erstwhile economic influence. 


3.4.2 Industrial Reorganisation 


In April 1905, the Minister of Agriculture of Commerce Kiyoura Keigo [343 


Ea] 


spoke on the structural problems in the Japanese economy, one of which was the 
dominance of small-scale cottage industries; Japan was able to compete with the 
west only because its wages and standard of living remained low. He warned that 
“in the future neither prices nor wages will remain low. Therefore, overcoming 
European and American productivity will require a new strategy built upon a major 
revolution in the organization of Japanese industry.” 53” Nishihara’s prescription 
thirteen years later responded to a much more optimistic situation in Japanese 
industry given the wartime boom, yet an industrial “dual structure” had begun to 
emerge, with the aforementioned cottage industries at the bottom and the zaibatsu - 


led modern industries at the top. Nishihara’s task would have been to come up with 


534 “Yamagata faction’s regional basis of power [which] was tightly knit and extensive. [...] To 
Yamagata, the principal architect of the regional structure, the gun were the crux of his idea of 
‘self-government’. Instead [...] the function of the gun was to assure domestic stability. Men of 
“wealth and reputation” who shared Yamagata’s view of the Meiji state were appointed gun chiefs; 
although they were technically under the prefectural governors, they held broad administrative 
and emergency police powers (as in the 1890’s) to assure orderly local government by interfering 
at the polls. [...] Moreover, they dominated the semi-bureaucratic organisations such as 
agricultural associations (nōkai) |$] and industrial cooperatives (sangyō kumiai). [ÆA] 
These organisations, which were established at the turn of the century, received government 
subsidies [...] hence they grew and expanded with nourishment from the bureaucracy. [...] The 
gun, to Hara, were becoming unnecessary in the Meiji structure. [...] the five -hundred-odd gun, 
lacking the power to levy taxes, were becoming ineffective. Furthermore, many functions of the 
gun were being pre-empted by towns and villages. Industries and public works, for example, were 
flourishingand beingcontrolled locally, quite apart from gun supervision. In Hara’s view, therefore, 
the towns and villages should be permitted to grow.” (Najita, Tetsuo. Hara Keiin the Politics of 
Compromise. Cambridge (Massachusetts) and London : Harvard University Press, 1967. 46-48.) 
535 Hara, Diaries, vol. 3, 16-17. Quoted in Najita, Hara Kei, 49. 

536 Najita, Hara Kei, 55. 

537 Tokutomi lichiro, Hakushaku Kiyoura Keigo den, Tokyo : Hakushaku Kiyoura Keigo den 
kankokai, 1932, vol.1, 667. Quotedin W. Dean Kinzley, Industrial Harmony in Modern Japan : 
The Invention of a Tradition. London and New York: Routledge, 1991. 49. 
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a solution to increase the economy of scale at the bottom, and to fuse together the 


upper and lower halves of the industrial structure in an organic way. 


What Nishihara suggested was the creation of production cooperatives in 
agriculture and for cottage industries, which would then be integrated into the 
national supply of commodities by a semi-nationalised Imperial Commodities 
Corporation in which they would have some degree of control; they would be subject 
to the supervision of government agents tasked with ensuring the quality of export 
products; and they would be better linked to financial institutions that would 
provide sources of liquidity (see section 3.3.4). At the very top, a newly created 


Ministry of Commerce and Industry (see section 3.5.2) would coordinate industry at 


the policy level, whilst an Imperial Industrial Association [77 Lik] led by 


powerful figures [#44 77-4] would be established to engage in 1. Researching and 


encouraging methods of industrial improvement and 2. Establishing “Industrial 


Apprenticeship Schools” [ T 34t 9 =<] to provide one-to-two-year courses for 


100,000 graduates per annum, thus providing Japana new skilled workforce. This 


effectively summarises Nishihara’s organisational revolution for Japanese industry. 


The first of these advocacies responded to the wartime export boom. Nishihara 
observed that the figure of exports worth 2.63 billion yen and internal sales of 1.6 
billion yen was achieved in 1917. The export surplus up to April that year was 2 
billion yen. Of these exports, most were military procurement, along with significant 
increases in silk products and fabrics. Japanese exports now went to places like 
Siberia, India, Southeast Asia and South America. Yet Nishihara warned that the 
exportboom might be over as quickly as it had begun, noting that Japanese products 
were detested for their inferior production quality.538 Nishihara also pointed out a 
number of problems with Japan’s industrial structure, using the textiles industry as 
an example. He notes that although Japan had a much higher ratio of fixed industrial 
capital, Japanese production costs were significantly higher than in the west. 539 This 
is whilst the prosperity of the textiles industry had effectively bankrupted the rural 


home-woven textiles industry, leading to financial ruin in the villages. 


538 Nishihara, Keizai Rikkoku Saku, 78-79. 

539 The cost of one loom in a spinning machine was 50 yen in Japan compared to 2 pounds and 
10 shillings, or 24 yen in Britain. Japan was heavily dependent on imported machinery, and yet, 
“arrogant legislators” have imposed protective tariffs on such machinery, increasing production 
costs even further. (Nishihara, Keizai Rikkoku Saku, 82-83.) 
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Industrial reorganisation was obviously sorely needed. Just like Jean-Baptiste 
Say, who argued that a problemin demand reflects a problemin the supply structure, 
Nishihara believes that the present inflation crisis can be managed by rectifying 
problems in production. The proper management of production may furthermore 


allow Japan better chances of success in future economic warfare.°*° At present, 


Nishihara observes, the lack of coordination between producers, [Æ Æ 7%] go- 


between merchants [{1/;34] and consumers [5254] have led to a conflict of interest 


and mutual ruin. The state must therefore step in to mediate, and this entails more 
than “threatening one or two wicked businessmen or superficial law enforcement 
by the police”.°* Nishihara notes the existence of new department stores but calls 
them, and particularly the commercial advertisements they produce, a source of 
corruption by encouraging ‘non-productive consumption’ and wastage on luxury 
items. Nishihara instead proposes emulating the German War Corporations model 
whereby production and consumer cooperatives would be coordinated by a “semi- 
governmental and semi-private” mediating institution.°42 Products taken directly 
from the source of production would be sold at department stores to be erected in 


town centres; and thorough coordination be putin place amongst them. 


Nishihara notes the rampant problem of corruption in government purchases, 


and he calls the businessmen who treat government officials to gifts and expensive 


dinners in return for contracts “a parasitic, cancerous tumour”. [44 ža AY Ese 


— 


Nishihara recommends rectifying the problem by establishing an Imperial 


Commodities Corporation, [FARRA] modelled upon the German KRA and 


its War Corporations, though instead of having one corporation for each raw 
material, Nishihara suggested having one single corporation covering all 
transactions, especially government purchases. Nishihara suggests that the initial 
capital of the Imperial Commodities Corporation be 10 million yen, with each share 
being priced at 50 yen. Each production cooperatives should hold a maximum of 50 
shares, whilst the government, or the Imperial Bank for Industrial Encouragement, 
should hold just under one-fourth of the total shares - the corporation would 
therefore be in principle governed from below. Although the President of the 


Corporation would be appointed by the government, its Managing Director would 


540 Ibid., 189. 
541 Ibid., 191. 
542 Ibid., 193-194. 
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be elected by the shareholders, i.e. the production cooperatives. The Corporation 
should establish branches around the country and should receive commission for 
government purchases. Businessmen who resort to corrupt methods of securing 
contracts would be permanently excluded from the list of government suppliers. 
Dividends would be capped at 10% per annum, and where the dividends exceeds 
10%, one third of the money should go to the Corporation’s deposits, another one- 


third to public enterprises, and a final one-third as bonuses for its staff. 


As such the arrangement for the Imperial Commodities Corporation differs 
from the KRA’s War Corporation’s interdiction on distributing profits. The 
recommendation of town-centre department stores is also new; rather than the 
department store being run by a single company, Nishihara recommends a set up 


lod 


similar to ashopping mall, with the participation of ‘specific businessmen’ [FEA] 


who would run no more than two shops for the same kind of commodities. The 
department store would require these businessmen import their commodities 
directly from the production cooperatives rather than from other businessmen, and 
that they should keep detailed accounts; these, and the prices at which the 


commodities are sold, would be checked by a team of Market Administrators. [iG 


BE yy 
=] 


]The departmentstores should be built with low-interest loans from the Bank 


of Japan, at locations where preferably a connection to warehouses and p orts could 


be established, in the form of an electric railway for the movement of goods.5*3 


Nishihara makes a further recommendation that would have increased the 
mobilizational effectiveness and competitiveness of Japanese industry - amounting 
to transforming it into an “economic warfare state” that would triumph, not only in 


total war mobilisation, but also in peacetime competition. He suggests that the 


oo 
7 


government set up purchasing cartels for industrial raw materials [TREE] 


=; 


D£] which would have agreements with shipping companies, and which would 


coordinate with the local production cooperatives.544 All export trade should come 


under the supervision of Export Cartels [#441 4@] which would have five sub- 


divisions for China, India, Southeast Asia, Europe and America, and would set up 
branches at important ports with agents stationed in Japan and around the world to 


investigate trade conditions; the government should appoint Overseas Trade 


543 Nishihara, Keizai Rikkoku Saku, 200-202. 
544 Ibid., 91. 
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Commissioners [4h E] who would be connected to the Export Cartel and 
provide incentives or recommendations to domestic producers. The transport 


overseas of such products would be monopolised by an Imperial Steam Navigation 


Corporation. [77 ENAA] 


Agents of the Export Cartel would also have powers to inspect the quality of 


products to prevent and reporton any instances where products of poor quality pH 


8-45] are exported, or the presence of immoral commercial practices. DESDI 
#]5*° Nishihara clearly understood the poor reputation of Japanese export products. 
The advocacy for Export Cartels is particularly important, for it shows that even if 
Nishihara and his superiors Terauchi and Shoda had total war mobilization in mind, 
it was not mutually exclusive of an emphasis on improving the civilian economy; in 
fact, military mobilization does not seem from his text to have been the priority, and 
indeed could not have been the emphasis if the text needed to be convincing to 
circles outside the military, i.e. commercial and political interests. Just like Stalinist 
industrialization a decade later, Nishihara’s organised economy was well-packaged 


as something solely for civilian ends and peacetime economic competition. 


On the other hand Nishihara’s advocacies would have deeply offended 
commercial interests. Nishihara’s economic radicalism, which is unparalleled in 
Japan for 1918, lies in his fusion of what James C. Scott would have called “ultra- 
modernist” policy aims for statist coordination of capital, production and 
consumption, and an emphasis on peacetime commercial warfare, with an ancient 
Confucianist urge to eliminate the profiteering and _politically-dilettante 
‘middlemen’ in commerce; in other words, it would have entailed the abolition or 
at least the imposition of severe hindrances on the growth of the bourgeoisie, and 
poses the question as to whether one was even needed. Nishihara’s 
recommendations for economic reform was aimed at altering the structures of 
supply; he notes that in different rice markets in Tokyo a substantial difference in 
prices can exist, and that such irrationality should be eradicated by means of 
coordinated, centralised purchasing and retail. Nishihara did not advocate more 
nationalization; what he envisaged was exactly what Rathenau also advocated - 
“cartels under state coordination within free market” - and went one step further 


than Rathenau by suggesting that all production cooperatives, in other words the 


545 Ibid., 119-120. 
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whole country’s emancipated peasantry, be brought into this new state- 
coordinated commercial network, and also participate in its management. Given 
the State Socialist tendencies of Nishihara’s advocacies, it might be strange that he 
rarely focused on the rights of labourers; what was probably on his mind, however, 
was that rather than piecemeal reform to improve working conditions or proposing 
pay rises, he would attack the basic problem of the ownership and management of 


the ‘chain of commodities’. 


It is evident that Nishihara had planned his Sino-Japanese economic 
collaboration on the shaky assumption, that his proposals to compress private 
enterprise and to replace it with a massively expanded state sector - so that all of 
the surplus would have been captured bythe state and reinvested in China or other 
parts of the Japanese empire - would actually be successfully carried out. To have 
pushed forward such far-ranging reforms Nishihara, Terauchi and the Genro would 
have needed a mobilizational base and a grip over the legislative in totalitarian 
terms. Whether there was in Nishihara’s programme a hidden political agenda to 
somehow remove the socioeconomic basis of the leading democratic parties - for 
example those under Hara Takashi and Kato Taka’aki - by eradicating the 


commercial class is beyond the scope of the discussion here. 


The apparent problem with Nishihara’s economic reform is that it would have 
created a monopoly of enormous dimensions, and that the object of such a 
monopoly would have been to suppress rises in prices or at least to balance out 
regional price differences. It would have attempted to suspend market mechanisms, 
and it might not always work like that. One possible result would have been 
production cooperatives, or leading industrial producers, bonding together to force 
prices up for government purchases, as they did in Germany during the war. 5*6 The 
other problem would have been the gigantic bureaucracy entailed in the creation 


of these government cartels and their coordination of the cooperatives.5*” Given 


546 In Germany initial “Skepticism regarding governmental control and the feared loss of their 
monopolistic position was accompanied by hesitant reaction to the statistical inquiries of the 
KRA [...] However, as soon as it became clear that earnings were in no way threatened by the 
communal war economy, and that considerable latitude was in fact possible, particularly with 
regard to the forcing up of prices, this resistance disappeared. Even though the KRAchampioned 
the protection of ‘natural pricing’ through numerous decrees |[...] there were sufficient loopholes.” 
(Krajewski, World Projects, 151) 

547 For the KRA during the world war, “What comes of this rampant organization in the meantime 
— including statistical inquiries- is massive paperwork.”54” The war corporations had to “rely on 
the latest electric data processing on the basis of punch cards, namely, the tabulation and 
addition machines of the DEHOMAG, the German subsidiary of the Herman Hollerith Tabulating 
Machine Co.” (Oberliesen 1982, 232. Quoted in Ibid., 150; ) 
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the less than optimal handling of statistics by Japanese government agencies as 
even Nishihara himself had pointed out, such increased bureaucracy would either 
have, in the optimistic case, forced Japanese bureaucrats to treat their statistics 
more seriously; or in the pessimistic case, as would later happen in many 
Communist countries, result in statistical chaos, target figure manipulation, and 


even greater economic wastage. 


3.4.3 Educating of the Workforce 


The second of the advocacies, for the establishment “Industrial Apprenticeship 
Schools”, made somewhat more sense and was in response to the large surplus of 
agricultural population as well as the unskilled, low-productive condition of much 
ofits industrial labour force. There was a huge surplus of agricultural population. 548 
Nishihara notes how Japan’s industrial population is formed mostly of unskilled, 
female labour, whose low productivity is not helped by the harsh, exploitative 
conditions in which they have been placed.549 As Carl Mosk points out, “developing 
the educational system so that demand for skilled labour dopes not substantially 
outstrip supply”550 constituted one of the Meiji government's successful industrial 
policies, and Nishihara was intent on expanding it. Most Japanese at the time could 
only afford to attend Primary education, which the government provided free -of- 
charge. Nishihara suggested that the curriculum of the Primary Schools be adjusted 
to local needs; presumably this allowed Primary School graduates - who would 
have been teenagers given Nishihara’s suggestion that students enter education at 
no less than six years of age, so as to be mature enough for the education they 


receive - better grasp of the work offered to them by production cooperatives. 


Nishihara proposes that the so-called “Higher Primary Schools”, typically 
attended by those who failed to become part of only 70,000 people who enter 
Secondary School, 55! be abolished and replaced by “Industrial Supplementary 


548 Nishihara notes that it would only become more serious should it continue to grow at 1.25% 
per annum, reaching 100 million by the year 1963. Nishihara observes that Japan’s industrially- 
employed population, at only 1.12 million, scattered amongst 19,047 factories each with more 
than ten staff, represents only 2% of the overall population, a much lowerratio compared to 45.8% 
in Britain, 31.7% in France, 41.6% in Belgium, 40% in Germany and 24.1% in the US. Nishihara 
calculates that of Belgium’s 7.5 million population, there must have been some 3.1 million 
employed in industrial activity. (Nishihara, Keizai Rikkoku Saku, 79-81.) 

549 Ibid., 84. “FRE GEMA eS ACHR L @ (RRR SIRO PICS > REME BE ka” 

550 Mosk, Carl. Japanese Industrial History —- Technology, Urbanization and Economic Growth. New 
York: M. E. Sharpe, 2001. 182. 

551 Nishihara, Keizai Rikkoku Saku, 216. 
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Instruction Schools” [(#3###7t%] offering two or three-year courses, the costs of 


which would also be borne by the government. Nishihara notes that at present some 
440,000 students attend Higher Primary Schools, of which 250,000 receive 
instruction on normal academic subjects - a waste of time and resources. A 
reformed system with “Industrial Supplementary Instruction Schools” would 
provide useful occupational education for some 480 thousand students at any given 
time, whilst female students would also receive instruction on home economics. The 
budget for the presently-existing “Industrial Supplementary Instruction Schools” 
totalled 800,000 yen, or just 1.7 yen per student, compared to 7.62 yen for every 
Primary School student. Nishihara argues that if the system was to be made national 
and compulsory, it would entail an increase of the education budget by 6.5 million 
yen, but argues that such an increased investment could drastically alter Japan’s 
future prospects, just as Primary School education had been credited for Prussia’s 
military victory over France.5>2 Nishihara recommends the establishment of Youth 


Associations [#4 @] as the ‘final link between education and society’, and its 


membership would be compulsory for graduates of the Industrial Supplementary 
Instruction Schools until they reach the age of 20. These Youth Associations would 
be chaired by the principal of the industrial school and would provide occupational 
training in collaboration with local production cooperatives, as well as general 


instruction on moral values and civic duties in order to provide ‘assistance to local 


public projects’. [fh JARE% (248g 4 ] Nishihara ends the section with a plea that 


education reform concerns the future prospects of three million young people, and 


is an urgent, important matter. 


The problem with Nishihara’s analysis, however, was that the agricultural 
population might not have had such a large surplus as he imagined. Loren Brandt 
argues that instead of the usual analysis that there was “disguised unemployment 
and underemployed workers in the rural sector for whom marginal productivity 
was less than the wage”, with such wages set “institutionally” rather than being 
determined by the market,°°? real wages actually rose 125-150% between the mid- 
1880s and the late 1920s, and by the 1930s “were almost double their level 40 years 


earlier” and implied “a growing relative scarcity of labour.”554 This is due, firstly, to 


552 Ibid., 209-220. 
553 Brandt, “Interwar Japanese Agriculture”, 268. 
554 Tbid., 270. 
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the growth of non-primary sector employment by 9-10 million from the mid-1880s 
to 1940, beginning at 7.06 million in 1886, reaching 10.19 million in 1915 and 12.54 
million in 1920 - a growth of more than two million during the later phase of WWI 
alone. This is whilst primary sector employment dropped from 16 million in 1910 
to 14.32 million in 1920, and 13.675 million by 1925.555 The drop of two and a half 
million, or 15% of the agricultural workforce, suggested that labour shortages 
would exist throughout the 1920s and meant that the full benefits of increased 
government investment in R&D in high-yield rice varieties and land infrastructure, 
in addition to improvements in weeding, insect control and water management, 
would nothave been yielded.556 This is one factor which Brandtargues explains why 
interwar Japanese agricultural growth almost dropped by half, from slightly less 
than 2% for nearly 25 years before WWI. 


To begin with, Nishihara doubly overestimated the agricultural population, at 
30 million rather than around 15 million; he suggested that the surplus 14 million, 
for which there would not be enough land to redistribute to, be transferred to 
industrial employment with the help of vigilant industrialisation policies.°5” Had 
Nishihara’s proposals been implemented, and his wide network of industrial schools 
been set up, the problem of agricultural labour shortage would have intensified with 
severe implications on wages and prices of agricultural products, notably rice - 
which became even less competitive than it already is, in the face of increased 
imports from Korea, Taiwan and “Monsoon Asia”: Siam, Burma and Indochina. This 
is whilst it is questionable whether 14 million people could be accommodated in 
industrial employment. Even if it could, the downward pressure on wages would 
have intensified labour problems. The competitiveness of Japanese agriculture 
would not be revived unless there was widespread mechanisation and employment 
of other labour-saving methods. This would not be possible unless Nishihara’s 
vision succeeds in the total collectivisation of agriculture in the form of production 
cooperatives, to which the government and other credit institutions can provide 
funding for improvement in agricultural technology. Rural electrification would 
have been helpful to this end, and as we shall see in the next section, this is 


something that Nishihara probably would have realised in time. 


555 Table 6 “Sectoral Employment”, in Ibid., 270. 
556 Ibid., 278-286. 
557 Nishihara, Keizai Rikkoku Saku, 67. 
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3.4.4 Transport & Infrastructural Improvements 


In the years before Nishihara’s manifesto, the main source of contention in transport 
policy was the question of converting Japan’s railway gauge. This had been decided 
in the Meiji era by British engineers as 3 feet 6 inches (1,067mm) - commonly used 
in British colonies such as South Africa, hence the term “Cape Gauge”. Increased 
traffic by the end of the Meiji era prompted some to advocate conversion to the 
international standard gauge (or ‘broad gauge’) of 4 feet 8 % inches (1,435mm), as 
used in Korea, China, Europe, the US and Britain itself. The Manchuria railways were 
originally constructed to the Russian gauge of 5 feet. (1,524mm) Following Russian 
defeat in the 1904-5 war, Japan converted the South Manchuria Railway to the 


standard 1,435mm gauge as used in Korea and elsewhere in China. 


“By late 1909, it was widely publicized that the Second Katsura Cabinet was 
planning to convert Japan’s trunk lines to the broad gauge. [i.e. 1,435mm] 
According to this plan, which army leaders had been urging since the 1890's, 
one line would extend from Tokyo in the east to Shimonoseki, on the western 
tip of Japan. Another would stretch from Aomori at the northern tip down 
along the Japan Sea coast, again to Shimonoseki. Cars with strategic military 
goods would be brought to Shimonoseki, loaded onto barges, transported 
across the Japan Sea, and fitted directly onto the broad-gauge lines already 
there in Manchuria. In the reverse process, cars would bring raw materials 
from the mainland and be channelled to key industrial centres. Katsura, Goto 
and the military planners had urged nationalisation ofthe railroads precisely 


to lay these broad-gauge lines.”°58 


With the benefit of hindsight, the debate was totally needless - within two decades 
of the debate, containerisation would have become widespread practice in the 
freight transport industry, and containers could fit as well on narrow or broad- 
gauge trains as well as ships, removing the need altogether for a broad-gauge line 


designed for Continental freight traffic. 559 At the time, however, Hara Takashi 


558 Najita, Hara Kei, 71. 

559 Incidentally, the proposals for a broad-gauge railway would morph into the present-day 
Shinkansen system. During the late 1930s, engineers at the South Manchuria Railway and 
Japanese Ministry of Railways devised plans for an undersea tunnel between Japan and Korea, 
and land in Japan was acquisitioned for constructing a broad gauge, high-speed electric railway 
connecting Tokyo to Peking and hence onto Singapore and India - otherwise known as the “Great 
East Asian Transversal Railway’. [KRT A] The acquisitioned land was later re-used in the 
1950s for constructing the Shinkansen system, which opened in 1962 in preparation for the 
Tokyo Olympics. Presiding over this project was the Director of the Japanese National Railways, 
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opposed the plans, fearing that the budget for local railway lines that his Seiyukai 
party had promised the local electorate would be diverted to building the broad- 
gauge mainline. Hara argued that “the government should concentrate on extending 
already existing narrow-gauge lines to all sections of the country”,°® and called on 
Katsura to tell him that “There is a great deal to be done in the area of transport and 
harbour development”.°®! Nishihara’s views on transport policy would be similar to 
Hara’s, though the rationale was somewhat different. Nishihara argued, on the basis 
of a comparison of the tonnage per mile carried on Japan’s and other countries’ 
railways - 560,000 tonnes in Japan compared to 1.25 million tonnes in the US and 
1.2 million tonnes in Germany - that the priority for railway development in Japan 
was better connectivity between railways, ports and factories, and greater emphasis 
on promoting the freight business rather than passenger traffic, with pleasure travel 
being in Nishihara’s eyes a form of unproductive consumption. Only when these two 
conditions have been met, should the broad-gauge conversion issue be raised 
again.°©2 In the event, however, the 1912 compromise between Hara and Katsura to 


postpone the broad gauge conversion programme had “effectively killed it.” 563 


Nishihara criticised the lack of connectivity between railways and ports and 
lambasted the fact that coolies were still being used in the ports, primarily for goods 
to be unloaded from boats and moved to the customs inspection halls, before being 
loaded again onto railway vehicles. This process, Nishihara notes, takes days, and 
the goods could have been loaded directly onto railway vehicles before customs 
clearance, only if there were railway tracks and cranes on the quayside to facilitate 
the direct transfer of goods from boats to trains. Nishihara also criticised the 
arrangementofand management practices at railway goods yards, which were often 


situated far from factories. Nishihara suggested that an “Imperial Transport 


Corporation” [FER ERRE] with a capital of 50 million yen be set up to take 


over the business of delivering goods from factories to railway yards, to build 


railway spur lines to factories where necessary, and to oversee the loading and 


Sogo Shinji, +H] who had entered the Ministry of Railways in 1912 and experienced at first 
hand the “broad gauge debates” of the Katsura-Goto era. See Sogo, Shinji. [HHZ] Yufatsu - 
Sogō Shinji Jiden (There is a solution —- The Autobiography of Sogo Shinji.) [Av#4 rH fs iz] 
Tokyo: Wedge, [7 x y Y XJ¥] 2010. 

560 Najita, Hara Kei, 73. 

561 Hara, Diaries, vol.3, 355. In Najita, Hara Kei, 73. 

562 Nishihara, Keizai Rikkoku Saku, 127-129. 

563 Najita, Hara Kei, 77. 
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unloading of goods from railway vehicles owned by the Ministry of Railways. 564 
Nishihara further suggested that the twenty-one workshops under the Ministry of 
Railways, which had been taken over from the private railway companies during 
nationalisation in 1906, should be made redundantand replaced by four centralised 
workshops in Hokkaido, Kanto, Kansai and Kyushu. °® Finally, Nishihara 
commented on the state of Japan’s maritime transport, writing that billions of yen 
were being paid as subsidies to the shipbuilding and long-range maritime transport 
industries. Nishihara suggested that these subsidies apply only in the case where 
Japanese ships carry Japanese products for export in other countries, and that 
import cooperatives should be set up to oversee the importation of raw materials, 
and to coordinate with shipping companies.5©° These advocacies are important, for 
it shows that Nishihara had considered cost reduction by rationalising the 
circulation of commodities through transport improvement and semi-nationalised 


cartelisation. 


Much like his contemporary, Vladimir Lenin, Nishihara was an early advocate 
of widespread electrification and understood that it had broad social implications, 
in addition to increasing the competitiveness of Japanese industry. Electricity 
generation had begun in Japan in the late 1880s with Kobe’s electric lighting 
company, but at the turn of the century it mostly relied on thermal plants. During 
the decade before WWI this switched towards hydro-electricity, which as Carl Mosk 
notes, “gave a decisive push to the Japanese power industry”; in 1903 thermal and 
hydro power plants were 21:9, but by 1912 this had become 147:199.°°7 Nishihara 
understood that fossil fuels such as coal and oil could not become the long-term 
solution for Japan’s energy needs but noted that Japan had plenty of potential in 
developing hydroelectric power. He was intent on capitalising on this new source of 
electrical power and saw it in social revolutionary terms. Nishihara believes that the 
limited use of mechanical production along with the employment of labourers in 
exploited conditions for low payment are to blame for Japan’s low productivity. To 
release the Japanese people from the clutches of low productivity on one hand and 
from “individualist, selfish socialism” on the other, and to ultimately advance society 


towards the values of coexistence and mutual-benefit, a revolution in production is 


564 Nishihara, Keizai Rikkoku Saku, 131-142. 
565 Tbid., 143. 

566 Ibid., 145-150. 

567 Mosk, Japanese Industrial History, 141. 
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necessary, and this had to be done with hydro-electricity. In 1917 only 800,000 
horsepower of hydroelectricity was being used in Japan,°®* but according to a survey 


by the Ministry of Communications [185%] there were at least 4.66 million 


horsepower of hydroelectricity waiting to be tapped. 


Nishihara recommends that the state launch a programme of hydro- 
electrification. This would be operated by a nationalised concern, which would 
identify appropriate sites along rivers where dams would be built to supply 
electricity to specific zones to be earmarked for industrial development. The latter 
would solve the problem of insufficient economies of scale which Mosk notes 
inhibited widespread investment in power generation. °°? Nishihara recommends 
that factories supplying essential daily commodities and export goods should be 
given preferential rates for their electricity supply, whilst the ad valorem land tax 
will fund the construction of sanitation facilities, roads and workers’ housing in the 
industrial areas. Industrial Apprenticeship Schools should also be set up in the 
industrial zones, and that Taylorist methods (based on Frederick Winslow Taylor’s 
influential 1911 work The Principles of Scientific Management) should be used to 
reform the way labour was managed. Nishihara did not specify rural electrification, 
buthe would have realised, with the shortage of agricultural labour as a result of his 
other advocacies, that providing electrical power to the village production 
cooperatives would have been conducive to the introduction of labour-saving 
methods in agriculture, with the widespread use of mechanical power substituting 
for the transfer of labour power to other industrial sectors. Thus Nishihara in 
essence envisioned a second industrial revolution in Japan based on hydroelectricity 


and thought that this could become the cure for the country’s labour problems.57° 


3.4.5 Reform of Financial Institutions 


Nishihara’s ideas for financial reform were regarded by Tsurumi Masayoshias being 
integral to a scheme of financial mobilisation to serve the new heavy and chemical 


industries in addition to military needs;57! as such they deserve to be examined in 


568 Nishihara notes that of this 800,000 horsepower, half was being used for lighting and electric 
railway transport, whilst the other half has gone into the manufacturing sector. This compares 
unfavourably with Germany, where 80% of its 5 million horsepower of hydroelectricity has gone 
into manufacturing. 

569 Ibid., 137. 

570 Ibid., 93-100. 

571 Tsurumi, “Nihon Kinyt”, 155-158 
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detail. As we have seen, civilian considerations have never been mutually exclusive 
of military ones in Nishihara’s vision. Even though there is nothing to suggest that 
Nishihara read any of the works of the Saint-Simonians, his writing in 1918 agreed 
totally with their stance, whereby “a major overhaul in banking through a 
centralised system is "necessary to provide credit to industry” and to free up “lazy 
money tied up in property.” The Saint-Simonians, particularly the Pereires, 
understood that such a bank “was evidently not the Banque de France.” 572 So did 
Nishihara, who criticises the Bank of Japan (BOJ) for having failed its function to 
foster industrial development.®73 He lambasts the BOJ for having avoided active 
intervention the financial world, preferring to come to the fore only when banks go 


bankruptor are in need of rescue.574 


Nishihara is decidedly non-monetarist and exhibits structuralist inclinations in 
his economic thinking, accusing the BOJ of only manipulating interest rates and 
using no other policy tools when trying to resolve complicated problems in the 


financial market. With regard to the ongoing problem of inflation, Nishihara blasts 


the bank for having “folded its arms and stood to watch” [#341] the worsening of 


inflation and accuses it of having abused its power to issue currency. Not enough 


credit was provided by the BOJ when that was sorely needed, such as during the tax 


seasons, which effectively constitutes a “repression of private finance”. [RHE MiA 


#848] Yet the present problem is one where the BOJ has printed an enormous excess 
of banknotes, which despite bringing huge profits to the bank itself, is responsible 
for the chaotic market conditions and the deterioration of living standards; the BOJ 
has failed as a Central Bank, argues Nishihara, and it behaved in the way it did 
because it was only responsible to little more than 1,400 stock holders that included 
the Imperial Family, and the leading zaibatsu including Mitsui, Sumitomo and 
Mitsubishi. Together they constituted a capital of 60 million yen. The BOJ pays a 
dividend of more than 10% per annum, which Nishihara notes, is extremely rare on 
a worldwide scale. Nishihara concludes that the BOJ behaved irresponsibly and 


unanswerably to the general populace whose welfare it should serve. 


The problems of the Japanese financial system during WWI was excess, but 


stagnant liquidity; it had been gained from the foreign trade boom and was stagnant 


572 Davies, Pereire, 70. 
573 Nishihara, Keizai Rikkoku Saku, 151. 
574 Tbid., 155. 
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because of two reasons. The first was that banking regulations placed severe limits 
on assets that could be mortgaged - with stock and bonds accepted from only 18 
companies - most of which were railway companies or colonial enterprises - as well 
as effectively banning the issue of derivatives like mortage-backed bonds. The 


second reason was the prevalence of the British banking model which all “Ordinary 


(Savings) Banks” [#4347] were compelled by banking legislation to adopt. This 


offered only short-term credit, particularly with discounted trade bills as 
mortgage,°”> instead of the long-term industrial credit in the German model, where 
company stock or bonds, or even unsold products could be used as mortgage, if not 
indeed being mortgage-free - only such arrangements could help the nascent 
industries which have emerged due to the wartime boom. On this matter Shoda 


Kazue and Nishihara, who believed in the German model, were constantly at odds 


N 


with the BOJ’s Inoue Junnosuke, [F#_27 84] who believed in the superiority of the 


British model and the prospect of Japan becoming an “Oriental London”,576 [Rž 0 
Y Fy] where the BOJ would finance discounted bills, most of which comprised of 
trade where Japan would not even be party.°”” This would, for Inoue, promote the 


Yen as an international currency. 


Intransigence on the part of Inoue and others caused immense problems with 
liquidity at all levels - for Ordinary Banks at the lowest level providing loans to 
businesses but could not seek in turn liquidity for the assets that they have gained 
as mortgage; for private entrepreneurs who struggled to provide enough mortgage, 
set at 30% for real estate and 25-30% for stock, and sometimes reaching 40%;nor 
did it provide any convenience to newly-emerging zaibatsu such as Suzuki Shoten, 
who were more venturous in their investments and did not enjoy monopolies in 
their sectors. In 1917-18 there was great pressure for Ordinary Savings Banks, some 
664 of them, as well as the Bank of Agriculture and Industry which provided loans 
to peasants and craftsmen, to transfer upwards the risks of their mortgaged assets 


by issuing mortgage-backed securities, in view of a possible collapse of asset prices 


575 Nishihara quotes a Tang Dynasty poem by Li Shen, [24#] whereby the small savings of these 
peasants are described as the “crystallisation of bitter, hard work in each and every grain”. DROZ 
2478 O4h Gt] Instead of engaging in high-risk and high-interest investments therefore, which often 
wipes out the savings ofthese unfortunate peasants, the investments of the Savings Banks should 
in Nishihara’s view be limited by law to bonds issued or recognised by the state. Nishihara 
represented a rather conservative approach, which would not have helped providing liquidity to 
the banks by expanding the range of mortgage assets. See Ibid., 173-174. 

576 Tsurumi, “Nihon Kinyū”, 137. 

577 Metzler, Lever of Empire, 97. 
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after the end of the hostilities; in short, all of them wanted the reticent banks at the 


top, particularly the BOJ but also the Bank of Industrial Encouragement [#)3¢#f7] to 


come to the rescue of banks at the bottom. In May 1917 the Ordinary Banks in six 


prefectures organised a “Central Banking Association” [‘71-$8{7 @] which requested 


permission to issue mortgage-backed securities, so that they could obtain more 


liquidity from both the Bank of Industrial Encouragement and the Bank of 


Agriculture and Industry. [#2 1#8/7]578 In November 1918 the motion was adopted 


by the National Assembly of Ordinary Banks, [ZAŚ mR KA] but the suggestion 


was rejected by the Hara government. 


As Finance Minister, Shoda’s main consideration was military, with the Siberian 
intervention in mind. He predicted that 220-million-yen worth of banknotes would 
have to be issued for two years of war to cover costs that would run up to 620 million. 
Yet the BOJ would have to maintain its policy of gold convertibility if future 
prospects of becoming an Oriental London were not to be sacrificed. 57? Shoda 
therefore announced in November 1917 an expansion of the range of bonds and 
stock permitted to serve as mortgage for loans; 47 companies were added to the list 
on top of the existing 18. These companies comprised the basic industries of 
Japanese capitalism.°®° Such a change allowed for the mobilisation of 80 million yen 
worth of government bonds, 22 million yen worth of foreign bonds, and 151 million 
worth of corporate bonds, all to help raise funds for war. Increasing the liquidity of 
bonds and stock of basic industries would also help concentrate the excess capital 
on productive uses, and this conformed to Nishihara’s wishes. It would certainly 
have boosted the military-industrial complex. Shoda then announced that War 
Bonds would be issued. To raise their prices and to encourage the use of bonds as 
mortgage, Shoda decreed that bonds used as mortgage would be exempt from the 
5% tax on dividends; the War Bonds would also bear a higher interest rate than 
discounted bills, so as to provide an incentive for discounted bills be mortgaged for 


the purchase of War Bonds, which could then be in turn mortgaged at the banks.°8! 


578 Tsurumi, “Nihon Kinyua”, 140, 142. 

579 Ibid., 159-160. 

580 For example the South Manchuria Railway, Kanegafuchi Textiles, | #44748] Hokkaido Colliery 
and Steam Navigation, [Ibi seu A4] Oji Paper Mill, [= -#24k] Japan Steel, | HAST] Japan 
Nitrates Fertiliser, [H A22AALE] Tokyo Electric Lighting [RRE] and four sugar companies. 
(Ibid., 154-155) 

581 Ibid., 163. 
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Whilst Shoda manipulated the range of mortgageable assets, Nishihara’s 
recommendations for the liquidity problem was mainly structuralist, in the form of 
amalgamations. He notes that there is a lack of coordination, even competition 


between the Bank of Industrial Encouragement and the Prefectural Banks of 


Agriculture and Industry, [#4 C877] the latter supposedly an outlet of loans on 


behalf of the former. Nishihara suggests that they should be amalgamated into one, 
large Real Estate Bank, with branches in all prefectures, so that more liquidity could 
be provided to the masses of artisans and peasants. Unfortunately by the time 
Nishihara’s bookwas published, the Temporary Assembly of the Bank of Agriculture 
and Industry had rejected the suggestion of an amalgamation in February 1918.582 
On the other hand, Nishihara’s plans for the Bank of Japan were radical and certainly 
offensive to the powers that be, but they rested within practicable bounds. He 
argued that the BOJ’s ownership structure should be totally revamped in a way not 
dissimilar to the Federal Reserve of the United States. Nishihara recommends that 
another 40 million yen be added to the 60-million-yen worth of capital of the BOJ, 
and that this should be comprised of 200 thousand non-transferrable ‘Type B” 
shares distributed to all other banks in Japan; each bank would then hold between 
500 and 3000 BOJ shares, and participate in the management of the BOJ. Only by 
doing so could the BOJ recover its position and sense of responsibility as the leader 


of Japan’s financial institutions. The BOJ and the other banks will be bonded in a 


“parent-child relationship”. KAT 581%] These recommendations, and the suggestion 
that the management of the Imperial Commodities Corporation be elected by the 
Cooperatives, shows an unusual “bottom-up”, economic-democratic facet the State 


Socialism of Nishihara, and distinguishes him from the other more Statist advocates. 


The Bank of Japan was suffering from competition from other zaibatsu banks 
which have begun to offer chequing accounts to its clients. Due to the private 
ownership of the BOJ it still offered, in 1918, services to individual customers. 
Nishihara argues that the BOJ could recover its power to dictate the financial market, 
which would suffer from the reduced use of banknotes, by also offering chequing 
accounts.°83 Nishihara suggests that the BOJ establish proxy branches around the 
country where chequing accounts could be kept, so that private transactions with 


the government can be carried out using cheques. Such would “link and coordinate” 


582 Ibid., 144 
583 Ibid., 150-152 


LEUNG Early Developmentalist East Asia 159 


pE gg fll] private finance and government accounting and provide enormous 


conveniences to businesses.°84 This shows Nishihara’s concern with servicing the 
needs of the ordinary merchant in his daily financial transactions. Nishihara also 
recommends government promotion of private insurance schemes which would 
provide an additional source of liquidity for the market.°®> Nishihara’s other 
recommendations include the BOJ pay ordinary banks an interest rate for the 
deposit that they by legal requirement must save in a current account at the BOJ. 
Nishihara argues that because the BOJ profits from the over-issuance of currency, to 
combat inflation the BOJ should pay a Profits Tax whenever it issues more currency 


than the Finance Ministry’s designated amount.586 


Nishihara also argues that the power to decide interest rates should be taken 
back by the state from the Bank of Japan.587 He focuses on the problem of high 
interest rates and the difficulty for industries to secure financial support. He blames 


the banks for undervaluing the mortgage and not lending out enough, calling it the 


“bad practices of pawn shops” [S Æ AW] Nishihara notices that regional 


differences in interest rates exist, and this makes life difficult for local producers as 
well as encouraging usury. He recommends that the government step in to fix 
interest rates for the BOJ with the approval of its member banks, and to punish both 
the banks which lend at higher interest rates and usury in society. Government 
bonds should only be sold at fixed prices. The BOJ should live up to its parental role 
for local banks and provide them with adequate capital particularly when the local 
regions are in need of liquidity. This will “create a controlled financial system” 


where the banks will be mutually-complementary. 588 


584 Ibid., 150; Nishihara, Keizai Rikkoku Saku, 152-154. 

585 Nishihara notes the lackoflegal measures compared to other countries to guarantee the rights 
of the insured, and observes that the 39 life insurance companies in Japan only had a total capital 
of 191.73 million, which exposes the inadequate development of the insurance industry. 
Nishihara writes that although it would have been a good thing in other countries for the life 
insurance companies to be taken over by the state and be linked-up with the national medical 
system, nationalisation of the insurance industry is not advisable given the conditions in Japan. 
The government should instead launch a promotional campaign to promote the benefits of 
insurance, and should this be successful, the total capital of the insurance companies “would 
increase to 1 or 2 billion yen and become a major financial source to help regulate the economy 
should a crisis one day befall on Japan.” Meanwhile the investments of the life insurance 
companies should also be limited to government bonds, with overseas investments being allowed 
in exceptional circumstances. (Nishihara, Keizai Rikkoku Saku, 180.) 


586 Under the system then in force, the Bank of Japan issued only an amount of currency that is 
subject to approval by the Ministry of Finance; issuing more than that number for a period of 
more than 15 days incurs a “Issuance Tax”. 

587 Ibid., 152-154. 
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Nishihara proceeds to criticise the Industrial Bank [1338/7] for not making full 


use of its special rights to issue bonds, and recommends that it absorb more capital 
via bond issuance, whilst providing liquidity to the Bank of Korea and the Bank of 
Taiwan, something which Nishihara believed would place the Industrial Bank at the 
head of a coordinated industrial production system spanning the Empire, 
encompassing especially China.°8? Nishihara was particularly critical, however, of 
the Yokohama Specie Bank, (YSB) which has abused the confidence that Japanese 
merchants have in it. The YSB dominated the currency market in Japan but provides 
much lower exchange rates compared to the Deutsch-Asiatische Bank or the HSBC, 
to the detriment of Japanese merchants who are reliant on its business functions. 
Nishihara suggests that the YSB abandon its strategy of short-term profits, provide 
better exchange rates, and transform itself slowly into the hub of all business in East 


Asia. The YSB, he adds, must be closely linked to, and indeed regard the Industrial 


Bank, the Bank of Korea and the Bank of Taiwan as its “daughter banks” [#8877] in 


the same way as the Deutsch-Asiatische Bank had implemented a “doctrine of 


centralised activity” [4£1}5%)-- 33] to support German overseas enterprises.590 


589 Ibid., 163-164. 
590 Tbid., 165-170. 
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3.5 Political Reorganisation 


Nishihara’s proposals for political reorganisation were founded upon the 
requirements of the new economic system that he strove to materialise, yet it 
seemed to be a matter that he hadn’t totally thought through. At the heart of these 
proposals were an expanded but still elitist and bourgeois-based electoral franchise, 
rather than the universal suffrage that fellow State Socialists like Yamaji Aizan had 
been campaigning for over a decade prior to Nishihara’s manifesto. Such electoral 
reforms were, as we shall see, in fact paradoxical to his economic reforms. In 
addition, Nishihara wanted to create powerful government departments to 
coordinate the new economic order, and a system of taxation that conformed to 
broad State Socialist aims of punishing the idle and their luxuries, whilst relieving 


the masses from their erstwhile tax burdens. 


3.5.1 Electoral Reform 
Nishihara’s proposals for electoral reform demonstrate the elitist and authoritarian 
nature of his State Socialism. These proposals were not included in his manifesto, 
but a pamphlet dating from 1918 has survived within his papers to show that he had 
a set of conservative reforms in mind. Nishihara suggests limits to election 
expenses °9! and further analyses various proposals for the reform of electoral 
district sizes, and concluded that small electoral districts, with one MP rather than 
multiple MPs per district, was the ideal system; Nishihara also rejected proportional 
representation for being administratively troublesome. 592 Nishihara did not 
support universal suffrage, believing that important matters of state should be left 
to the educated and the propertied, quoting an old saying from Mencius that “those 


who are propertied have a more consistent mind”.59 [Ris 7 7 h] Nishihara 


understood that Japan has an overly low population ratio with voting rights, at only 


3% compared to 27.6% in France and 17.7% in Britain, even though neither country 


591 Nishihara also notes the problem of electoral expenses and recommended strict supervision; 
an allowance of 1000 yen should be allowed for every 1000 candidates, and for every addition of 
a hundred candidates on top of that, there should be an extra 20 yen’s allowance for each 
candidate. Every expense of more than 5 yen should be documented with proper receipts, and all 
gifts received should be reported to the local police station, along with an estimate of their value. 
592 In this, Nishihara effectively agreed with Hara Takashi’s proposals raisedjust a fewyears prior 
— “In the large district system in existence, Seiyukai Diet men found themselves competing against 
each otherand dividing votes amongthemselves, thereby enhancing the chances ofa weaker third 
candidate. Furthermore, expenses were high in the large district systems. Hara, therefore, 
submitted a bill (March 1912) to establish a small electoral district system, but it was turned 
down by the House of Peers as a selfish scheme.” (Najita, Hara Kei, 60.) 

593 Nishihara, “Senkyoken, Senkyokusei oyobi Senkyoundo”, [EE ` 33522 m M ay 38 £2 2h y] in 
Nishihara Kamez6 Kankei Monjo, v.32, 384. 
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had universal suffrage at the time. Nishihara notes that the electoral franchise had 
already been expanded once in 1900, where the qualifications for voter registration 
were lowered from the payment of 15 yen of tax a year to 10 yen; Nishihara further 
suggests lowering this to 5 yen a year, so as to double the electorate from 1.42 
million to 2.71 million, or 5% of the population.®* Nishihara believes, with a degree 
of naivety, that this reform would be a way of countering the “dangerous thought of 
individualism and socialism’.595 What he did not realise was that the Hara Takashi 
government would propose, a year after this pamphlet, an even more lax tax 
requirement, at 3 yen per annum, and that even this would be rejected by the 
opposition.5%¢ Nishihara’s political elitism is ironic, given his emphasis on popular- 
mobilisation; it demonstrates the extent of his wary reaction to the rise of mass 
society in early 20* century Japan, and on the other hand shows his keenness to co - 
opt the middle classes. Yet, given how Nishihara wanted to abolish the bourgeoisie 
altogether with his economic reforms, conferring electoral rights upon this 


moribund social class seems self-defeating. 


3.5.2 Government Structural Reforms 


Nishihara recommended changes to the governmentat both central and local levels, 
and here he may be said to have left a legacy, although he has hardly ever been 
credited for it. The powerful economic ‘general staff’ of post-war Japan known as 


MITI, or Ministry of International Trade and Industry [#734344] has its origins in 


the split in 1925 of the Ministry of Agriculture & Commerce. [EA] The division 


created the Ministry of Commerce and Industry. (MCI) This was already advocated 
by Nishihara in his 1918 manifesto, according to which the Ministry would have 
had MITI-like powers, having taken over the Commerce Section of the Ministry of 
Foreign Affairs. The new Ministry would also have been responsible for commercial 
and industrial coordination as well as foreign trade, mining and electricity. 597 
There are signs, however, that the idea was not original to Nishihara. Having 
returned from the Paris Economic Conference of 1916, Sakatani Yoshio submitted 
a memorandum on 6* January, 1916 to Nakashoji Ren, then Minister of Agriculture 
and Commerce. (MAC) The memorandum suggests learning from the experience of 
594 Ibid., 382-384. 

595 Ibid., 383. 

596 Maeda, Renzan. [XHEL] Tokonami Takejiro Den (A Biography of Tokonami Takejiré.) [RKT 


6S] Tokyo : Tokonami Takejir6 Denki Kankokai , |R XEMA FT] 1939. 508 
597 Nishihara, Keizai Rikkoku Saku, 248-250. 
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wartime commercial and industrial administration in Europe, and recommended 
splitting up the MAC to create, out of its Commerce and Industry Bureau, a large 
new Ministry which would be in charge of public works, munitions, labour and 
monopolies. The idea was mooted before Matsukata Masayoshi, and presumably 


received from him a favourable reaction. 


Sakatani also spoke of the need for an Economic Consultative Organisation, 
giving rise to the Economic Investigation Committee.°98 Goto Shinpei was equally 
interested in anew Ministry of Commerce and Industry, or more precisely, to head 
it once the Ministry has been established, but signs of such thinking were 
documented in Hara Takashi’s diaries from 1920-21.°99 The point at which 
Nishihara raised the idea, in late 1918, lies between Sakatani’s original proposals 
and Goto’s attempt to realise them; and because of this, the MCPs origins must be 
considered within the context of Nishihara’s advocacies for Rathenau-inspired, 
wide-ranging governmental powers in industrial coordination, purchasing and 
even retail, with the help of a network of production cooperatives that would have 
reorganised the countryside. These elements distinguish Nishihara’s proposals as 
something even more radical and far-sighted than those which eventually created 
the MITI. Nishihara also recommended reforms to the MAC and the Interior 
Ministry to accommodate for the consolidation of power in the hands of local 
production cooperatives, in addition to the way communications, forestry and tax 


offices were run. 600 Finally, Nishihara appeals for a spiritual renewal in the 


598 Fujii, “Allied Economic Conference”, 64. 

599 Hara, Takashi. [Jat] Hara Takashi Nikki (5) Shūshō Jidai (Hara Takashi Diaries vol. 5 - As 
Prime Minister) [Ra Hd (A) HR] Hara Keiichiro, [RÆ— B] ed. Tokyo : Fukumura Shuppan, 
[THAR] 2000. 201, 297, 305, 333. 

600 Nishihara suggests that the Public Works Bureau [- Jy] of the Interior Ministry be 

transferred to the Ministry of Transport, [X£] and its Local Bureaus [tt JE] be converted into 

Self-Government Bureaus [H’a/a] and Relief Bureaus. [X ja] Such changes would have 

entailed the transfer of responsibilities of supervising the production cooperatives from the 

Ministry of Agriculture and Commerce to the Interior Ministry, which probably meant their 

consolidation as the basic unit of local self-government. Nishihara also suggests the 

establishment of a Ministry of Colonial Expansion [#444744] to oversee matters that include the 

emigration overseas of Japan’s surplus agricultural population — this Ministry was eventually 
established in the mid-1920s by the cabinet of Tanaka Gi’ichi, which Nishihara initially 

supported. Nishihara recommends the establishment of an independent Bureau of 
Communications [Ñf] to oversee the postal service, telecommunications and the postal 

savings bank. The Interior Minister would assume the directorship of the Bureau of 

Communications to facilitate the administration of interconnected matters, notably 
telecommunications and the Postal Bank. Nishihara also recommends that the regional Tax 

Offices under the Ministry of Finance be abolished, and the responsibility of collecting taxes be 

devolved to the heads of localities, who would be able to set tax rates and conduct tax collection 

in methods better suited to local conditions. Against the hypothetical counter-argument that 

such a system could be easily abused by the heads of the localities, Nishihara argues that the 
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bureaucratic sphere and demands that civil servants be chosen on their 


understanding of economics, rather than legal knowledge.®! 


3.5.3 Taxes and Monopolies 


Nishihara’s proposed changes to Japan’s tax regime were drastic and thoroughly 
orthodox State Socialist. At its centre is progressive taxation. Under the then- 
existing income tax system, personal income from dividends from shares and 
commissions/bonuses are not taxed. Nishihara thinks that, if profits from land can 
be rightfully taxed, then dividends from shares and bonuses, which in Nishihara’s 
view are no different in nature to a salary, should logically be taxed. Nishihara notes 
that companies (legal persons) are able to earn their profits thanks to the help and 
support from the policies of the state. They should thus return a part of their profits 
to the state, something which Nishihara felt was more important than making a 
personal profit. Personal income from dividends from shares and commissions and 
bonuses should also be taxed. 92 The consumption tax on textiles, diesel oil, 
transport and soy sauce - daily commodities for civilians and businesses - should 
be abolished; a 10% tax should be imposed on mixed silk textiles and 20% on all silk 
textiles. Nishihara hopes that such a revised tax regime will promote productivity 
and moral values, guarantee proper living standards for the citizens, whilst also 
consolidating national defence; in short, in a sentiment not dissimilar to that of the 
early Saint-Simonians, Nishihara wanted a society where there is “no room for life 


that is unproductive”.©% 


Tajiri Inajiro, of the ASSP, had advised against progressive taxation anda high 


tax rate, claiming that high income earners were rare in Japan anyway. This had 


blame should fall on the individual in question, rather than the system. These recommendations 
were not ultimately put in place; as of today (2018) Japan still retains a nationwide system of 
Tax Offices. Nishihara also suggests scrapping the Forest Regional Offices [kH E] and 
transferring state-owned forests to the control of the newly-established Ministry of Agriculture; 
this is whilst the state-run logging industry should be abolished, and the industry left to private 
control. (Nishihara, Keizai Rikkoku Saku, 248-250.) 


601 Nishihara thinks that diplomats should not be chosen only on the basis of their fluency in 
foreign languages, for their character and knowledge should also be factored in. Bureaucrats 
should receive practical experience in their areas of specification and receive advice from 
experienced personages or academics from the relevant fields. Nishihara also recommends 
scrapping the present system of honours which were meted out to bureaucrats for their seniority, 
for such honours shouldbe reservedto those who have made genuinely outstandingcontributions. 
(Ibid., 253-255.) 


602 Ibid., 260. 
603 Ibid., 266. “ERENT D RU RDAX<” 
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apparently changed with the wartime economic boom.®* Nishihara was less radical 
than Walther Rathenau who had suggested that, to stop wasteful expenditure, “half 
of all incomes (excluding the first GBP150 per annum) should be taken by the State 
in the form of income tax” 605 Nevertheless, Nishihara argues that rich families 


should be subject to heavier taxes. Nishihara thinks that a state cannot be founded 


upon the basis of citizens who live beyond their means, [FME AAI“ 4 4ENE] and 


thought it necessary to guide [$16] the populace’s consumption habits through 
taxation policies, in the direction of avoiding unnecessary expense. In the long run, 
however, Nishihara tried to discourage luxury consumption altogether by caging it 
in. Heads of families, the expenses of which exceeds 600 yen per annum, or an 
individual who makes more than 600 yen per annum, would have to keep detailed 
records of their expenses in a log book that would be submitted to the authorities; 
failure to do so would result in a fine, whilst repeated offences or the discovery of 
any tampering with the account books would result in “physical penalties”. The tax 
rate would be set against an evaluation of the living expenses of the family.®°© Such 
would ofcourse have seriously infringed upon privacy, which seemed to be the least 


of Nishihara’s concerns. 


Nishihara believes that the present tax regime on commodity and stock 
exchanges is too lax, and that encourages speculation, especially on futures which 
should be subject to restrictions. Such exchanges, he feels, are no longer functioning 
as a place where commodities and stock are being properly bought and sold, but is 
only serving speculative purposes which should be inhibited by a revised tax regime; 
the stock exchange should be turned into an “organization for the public good”. [25 


2589%64]9°7 Having reformed the income tax regime, Nishihara recommends that 


604 Tajiri Inajiro. [HAKEN] Zaisei to Kinyū (Monetary Policy and Finance). [H Ex & ht] Tokyo : 
Dobunkan [E] xfÈ] 1916. 290. 

605 Henderson, “Walther Rathenau”, 105. Rathenau also recommended that “imported luxuries 
should pay a high import duty while those made at home should pay an equivalent purchase tax. 
Rathenau desired to reduce by taxation the use of motor cars, mansions, private grounds, 
jewellery, servants and so forth (the luxuries of the rich) as well as alcoholic drinks and tobacco 
(the luxuries of the poor)”. 

606 Between the bottom-line income level of 600 yen to 1200 yen per annum, the income of all 
members of the family will be calculated as one single income, with a 200 yen allowance for each 
individual. The progressive taxation regime is as follows — a basic tax rate of 1% from 600 yen per 
annum onwards, with an increasing tax rate until a maximum of 25% for income earners of 
300,000 yen per annum. For income earners of 10,000 per annum or below, a “doctrine of 
moderation” will be applied on the tax rate. Nishihara, Keizai Rikkoku Saku, 261. 

607 Tax exemption for dealers should be at above 2000 yen per annum, and a 20% tax be imposed 
on all profits from the redemption or selling of goods and stock. Proper transactions should not 
be taxed, and the exchange would, according to Nishihara, as a result of these changes be 
increased. He further suggested that a 6% tax rate be imposed on stock companies and joint- 
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the state then reduce the tax rate on corporate revenue [Šf] or even its total 


abandonmentand merger into local taxes, whilst new land surveys should be done 
for places where significant property development has taken place. 608 Public 
expenditure for cities should be paid for by profits and savings from labour cost 
derived from the inner-city state department stores to be set up in future. Public 
expenditure for city-town-villages should also be the responsibility of the 
production cooperatives in the localities.°? This is whilst the present corporate tax 
regime compounds the burden of income tax and forces people to work only to pay 
taxes; it should be abolished.®!9 With regard to government monopolies, although 
the attitude at the ASSP was generally against their expansion and in favour of 
privatisation - an idea represented by Horie Kichi. 611 It is perhaps precisely 
because of this preference for private rather than state initiative that Horie failed to 
propose any substantial programmes for Sino-Japanese economic integration. 
Nishihara suggested otherwise. In addition to the tobacco monopoly, Nishihara 
thinks that wine and sugar should also be subject to state mon opolization. This is 
whilst the revenue from the salt monopoly exists to preventthe industry from falling 
into ruin, and that salt should be sold at production cost. The existing wholesale 
systems for the tobacco and salt monopolies should be abolished, and its 
responsibilities be transferred to the townships, districts and villages, where they 
should be managed by the production cooperatives. Such advocacies are in line with 
traditional State Socialist ideas, as we have seen in Bismarck, Wagner and even 


Chow Hsueh-hsi. 


stock companies, with suitable modifications where necessary. A 3% tax should be levied on 
dividends from public bonds and 4% on dividends from corporate bonds. (Ibid. , 264.) 

608 Nishihara argues for the abolition of the present value-added tax for localities. 10% of the 
revenue derived from land and income taxes, to be collected by the local authorities rather than 
Tax Bureaus subservient to Tōkyð, should be reserved for the Prefectural | ff #4] authorities, whilst 
another 10% should go to the city-town-villages. [THE]#¥] He also argues for the revenue from the 
value-added land tax be split between the localities. (Ibid. , 262-263.) This reflects influence from 
Henry George, who argued that any rise in the price of land resulting from public works and 
improvements should belong to the government. 

609 Ibid., 264-265. 

610 Ibid., 265. 


611 Taiyoji, Junichi. [AlGIIR—] “Introduction”. In Kangyo to Hogo Kaisha Mondai (The Problem 
of Government Industries and Protected Corporations). | È ¥ fh @ +t ig] Shakai Seisaku 
Gakkai Shiryo Shtsei (Association for the Study of Social Policy Historical Materials Compilation), 
Vol. 10 HERES DEERE 10 4] Tokyo : Ochanomizu Shobo, [HOKE] 1977. 1-6. 
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3.6 Developmentalist Vision for China and Central Asia 


3.6.1 Nishihara’s Proposals 


Nishihara repeats his prediction that Continental East Asia became the centre point 
of international competition and economic warfare. The war, he said, has made the 
need for higher integration between Japan and its dependencies painfully felt. China, 
with its “5 million square miles of territory, its 400 million-strong population, 
temperate climate, fertile land and limitless natural resources [...] untouched by 
modern science”, has been “crippled by generations of accumulated bad practices 
and prevented from pursuing an independent course of development in politics and 
economics.” 612 The fact that China has been the focal point of international 
contention means, in Nishihara’s view, that no single country is free to act within it, 
and this is shown by the repeated declarations by the powers regarding an open 
door policy in China with equal opportunities for all parties, whilst also pledging for 
the safeguarding of China's territorial integrity. China, for its survival, depends ona 
passive equilibrium of external forces. “One wrong step, and China might land itself 


in a situation where it would be carved up by the powers.” 613 


The mass of interlinked interests in China between the powers has become a 
Gordian Knot, waiting to be cut.614 Nishihara thinks that Japan has an inalienable 
responsibility in safeguarding both China’s territorial integrity and the peace in East 
Asia, and that the successful upkeep of such responsibilities will decide the fate of 
the Empire; but Japan, observed Nishihara, has exhausted and wrecked itself in the 
course of doing so, and the situation has become untenable. China’s donning of 
various rights and concessions on the western powers constitute a peaceful form of 
economic encroachment, and Nishihara notes that the loans that have been 
provided to China mostly carried ulterior motives. Nishihara observes that appeals 
for Sino-Japanese cooperation have been made not only in Japan but also in China. 
He warns, however, that little could be done by Japan unless the powerful in China 
realises that cooperation with Japan is of much greater a degree of urgency and 


necessity than with Russia or the US. Nishihara also appeals to Japanese politicians 


612 Nishihara, Keizai Rikkoku Saku, 17-18. 
613 Ibid., 18-19. 
614 Ibid., 19. 
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to make a determined choice for cooperation with China over coordination with the 


west, noting that Japan was now at the crossroads of its national policy. 615 


During his visit to Peking, Shibusawa Eichi had emphasised on the cultural 
links between China and Japan acting as the firm basis for economic cooperation and 
the “expansion of mutual interest”.°!© For Nishihara, Japan had in the past relied on 
Chinese cultural inspiration; it is now time for China to depend on Japan for military 
protection against the fate of division and ruin. The two countries should stand 
together, benefit each other, and could compensate for one’s weakness with the 
other’sstrengths, inthe aim ofeternal security and development.®!’ “It is our belief 
that the important mission today is to aid the development of China’s national 
economy; this mission must be integrated and made consistent with the objective of 
strengthening Japan’s industrial basis. Here lies the priority and the urgency. In 
other words, we must not lack the determination decide upon a domestic policy that 


is made in accordance with Japan’s China Policy.” 618 


Nishihara argues that the reckless pursuit of political, financial and military 
centralisation in China has been disastrous, presumably because the material basis 
did not exist for it. The development ofindustry and transportto consolidate China’s 
economic power should therefore be prerequisite to unification policies. Nishihara 
states that “Japan’s national policy is consistent with the shortcut to realising the 
industrial development and national unification that is eagerly anticipated by the 
400 million Chinese population”, 619? and warns Japanese as well as Chinese 
politicians to refrain from petty manipulations for short-term gains. Nishihara 
proceeds to list the elements of his China Policy, most of which constituted the 
contents of an April 1918 Sino-Japanese Memorandum. Japanese involvement 
should concentrate on fostering specific Chinese policies in seven sectors: 1. Tax 
reform, 2. Monetary reform, 3. Centralisation and financing of railway management, 


4. Cotton cultivation, 5. Wool production, 6. Minerals and 7. Steel self-sufficiency. 


615 Ibid., 19-20. 

616 Tian, “The Sino-Japanese Economic Rapprochement”, in 1914, 30. 

617 Nishihara, Keizai Rikkoku Saku, 28. “JKH SMES SB RRe LU CMERO > E SICAL >` 
KEDEF CBRL EETNEBN o“ 
618 Ibid., 28. “ii CHA DHT OF ADORE > SALON RMA OD RE tC KAKO LBRO 
BEML BANE LCE TRHOBEBL ST SITE” °- FIBA AOA! BCRIS ICR A CBRL D > 
FAIA BCR b ZCI L ADAADA T o” 
619 Ibid., 29. “EN RAAORAHIBIR E ` SAS ROWS T 4 cere RAT SO Rh 
REELT ` Wea MISHRA ET.” 


Sey 


a 


Car 


Mu 


LEUNG Early Developmentalist East Asia 169 


Firstly, just like Friedrich List’s advocacy for aGerman Customs Union acentury 
prior, Nishihara notes the difficulties in trade and transportation caused by the 


inter-provincial tolls, or likin, [#4] which would need to be abolished. Not only 


would foreign merchants, at present locked into the treaty ports, benefit from the 
abolition of the likin, it would also minimise the burden on consumers, and remove 
the barriers to the emergence of new industries in China.®° Reforming the tax 
regime was therefore the greatest priority in the development of Chinese industry, 
and Japan should be doing the maximum to supportsuch reforms, by giving help and 
encouragement to the Chinese Central Government. Secondly, China’s haphazard 
monetary system which relied on a mixture of silver taels and silver coinage, plus 
banknotes of an unstable value, forced many inside China to resort to barter trade. 
Where a proper currency exists, as it was the case along the railways in Manchuria, 
agricultural production has taken huge strides compared to its lacklustre state along 
the railways in China proper. This must not go on, says Nishihara, if China was to 
seek industrial development; it must reform its currency to base it on the gold 


standard, and Japan must supportit. 


Thirdly, Nishihara observes thatrailway concessions in China have always been 
prized by the foreign powers. China’s railways were only nationalised de jure; its de 
facto control lies in the hands of the various powers, and this has prevented China 
from having a unified transport system. Japan should make the decisive action, with 
China’s interests in mind, to cast away its existing attitude towards railway 
concessions in China so as to set an example for the other powers. Japan should do 
everything possible to aid the centralisation and unification of railway management 
under the Chinese Central Government, so that a unified transport system and 
improved working practices may come into existence. 621 By increasing traffic 
revenue, a strategy may be set up to pay off the debts, and where capital is needed 
in future, a Sino-Japanese Capital Consortium should be set up. This constitutes an 


elaboration of the stipulations of Chapter 3 of the April 1918 Memorandum. 622 


I 
AH 


620 Ibid., 30. “EEPO RAECDF R A ERZ ` EE ORS FAIA S Es EEDE BE 
Lo MEKKORA OBES SOMBRERO ET o” 
621 Ibid., 32-33. “R Rk LAOR DITIT > XRT k OR AREL + LAORE & FERT ARE 
ZRT S CFIC + TIBI SREB ARER SLEAN BAL + MABEL CBRE OE I 
PR BUTI CAS — FS OTE e HEIL Lb > ILRI Z RL + EARO > TETIDA 
EJAEL 2” 

622 Suzuki, Nishihara Shakkan, 184-185. This did not come without strings attached, however. 
Nishihara first developed these ideas in August 1917 when in Peking, during which time the 
monarchist warlord Chang Hsun [5k#j] had sought refuge in the Dutch embassy. Nishihara 
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Nishihara had far-reaching plans for Chinese railways; in his papers can be 
founda memo that was submitted by the Shantung Railway Administration, at the 


time under Japanese control, for the extension of the previously German-run 


Shantung Railway. This line ran from the port of Tsingtao to Tsinan [X fä] where it 


formed a junction with the Peking-Nanking line (i.e. the Tientsin-Pukow Railway [33 


JSt] ) The memo noted how Russia, via a Belgian syndicate, had exacted from 


Nv 


China the concession for a railway from Tatung [XH] in Shansi [Lu] to Chengtu [pk 
#5] in Szechwan. This railway could in future connect the Trans-Siberian Railway in 
the north with the French-operated Indochinese Railway to Yunnan in the south - 
thus forming a new north-south artery in western China allowing Russia to 


communicate with French Indochina. 


The Russians, via the same Belgian syndicate, has also controlled the east-west 


Lunghai Railway [S874] (referred to in the memo as the Hailan Railway [hist 


#4]) which, once complete, would connect north-western China with a port on the 


East China Sea. The memo recommended that Japan participate in this competition 


by making use of previous agreements between China and Germany to extend the 


Shantung Railway from Tsinan to Taokou [#41] in Honan Dfa] Province where it 


would join both the Peking-Hankow Railway [32 )###] - the main north-south 
artery of rail transport - and the east-west Lunghai Railway. The potential of this 
project lies in its ability to open up the coal-rich Shansi province, and once extended 


to Lanchow [HJM] the line forks into two directions, one connecting via Hsinkiang 


Co 


iE] to Tomsk on the Trans-Siberian Railway, the other driving straight into 
Central Asia by way of Tsinghai, hence forming a “Grand Transversal Railway” that 
would ultimately reach even the shores of the Mediterranean Sea.623 Such a railway, 
if constructed, would certainly have dwarfed the South Manchuria Railway in terms 


its scale and economic influence. 


fantasised that China could declare war against the Netherlands, occupy the Dutch East Indies 
with Japanese assistance, and transfer the Dutch East Indies to Japanese control in exchange 
for Japanese relinquishment of the Kwantung Concession and the sale to China of the South 
Manchuria Railway at a reasonable price. Part of the consideration was to prevent a German 
takeover of the Dutch East Indies. Nishihara called this memorandum “Toyo Eikya Heiwa Saku” 
(“The Strategy for Eternal Peace in the Orient”) [RKA EMK] ; three versions of the draft exist, 
dated 1917-08-11, 1917-08-13 and November 1917. See Nishihara Kamezo Kankei Monjo, vol. 33, 
119-149. 
623 “Shantung Tetsudo Enjo Ikensho”, [LL Rie aE R SLs] in Nishihara Kamezo Kankei Monjo, vol. 
31, 42. 
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The memo argues that the Russian-controlled Trans-Siberian passes through 
harsh, cold terrain, whilst the southern route then under construction from Persia 
via India, to Burma and Yunnan in China would have largely been a British affair that 


passes through hot and humid regions, the new Central Asian Transversal Railway 


[Hi] would have passed through areas of temperate climate. Such a 


railway would revive the ancient trade routes of the camel trains, which have 
declined due to maritime transport.624 The memo discusses the options for Japanese 
emigration overseas and considers Central Asia - where the Bolshevik revolution 
had created a power vacuum - to bea superior location for Japanese emigration 
compared to America, Africa and Australia under Caucasian control, or even the 
densely-populated Manchuria, or Mongolia with its harsh climate. The memo 
recommends that Japan thoroughly communicate with China to set up an 
arrangement by which joint Sino-Japanese control would be established over the 
Shantung Railway and its future extensions. Chinese investment in the extension 
from Tsinan to Taokou would be funded by aJapanese loan. This shortline of 190km 
is described by the memo as the first step ofa grand scheme for the future prosperity 
of the Japanese Empire. ®25 Nishihara Kamezo is known to have discussed this 
scheme with the Chinese Premier Tuan Chi-jui, telling him that “the Shantung 


Railway will become a direct mainline railway to Europe, once it had been extended 


via Kansu [E#] to Ili [#2] in Hsinkiang and hence through Central Asia”. This would 


then transform Tsingtao into a busy port that would rival Shanghai in terms of 
importance. Tuan Chi-jui seemed to approve the proposals and agreed particularly 


on the necessity to develop Tsingtao as a naval base.626 


Nishihara notes that China, with its plentiful resources and 400 million cheap 
labour, is the perfect, “heaven sent” partner for Japan which has an excess of human 
capability and insufficient material resources. 627 This is similar to the rhetoric 
deployed by Shibusawa Eiichi during his visit to Peking, where he spoke of the need 
for Sino-Japanese cooperation where China lacked not one, but two or more 
elements out of the three needed for industrial development - expertise, technology 
and capital. 28 Noting Japan’s rapid population growth, Nishihara argues that a 
“narrow doctrine of self-sufficiency” within the Japanese mainland and its 
624 Ibid., 43. 

625 Ibid., 42-46. 
626 Nishihara, Jiden, 197. 


627 Nishihara, Keizai Rikkoku Saku, 25-27. 
628 Tian, “The Sino-Japanese Economic Rapprochement”, in 1914, 36. 
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dependencies will be insufficient to meet the needs of the Empire. Save for 
emigration to South America, Nishihara judges that Japan has no other option in its 
policy than the total execution of a doctrine of coexistence and economic integration 
with China. Japan’s priority is to secure cheap, plentiful supplies of industrial raw 
materials - iron, coal, cotton and wool - and to make sure that these could be 
procured during possible enemy attack. Nishihara mentioned iron supplies from the 
Tayeh [K4] mines in Central China being vital to Japan’s steel industry. Although 
the state of coal supplies in Japan was slightly more optimistic, with the Hokkaido 
collieries still being relatively new anda billion-tonnes’ worth of reserves awaiting 
excavation in Sakhalin, Japan was still producing much less coal than Britain, 
Germany, Russia and the US. For China, however, the exploitation of its plentiful coal 
reserves and cheap labour will be “most welcome for the future development of 


Japanese industry” .®29 


In terms of cotton supplies, Nishihara observes that the US supplies 60% of the 
world’s demand for cotton, and that Britain and Germany have both encouraged 
cotton cultivation in their colonies before the war, with Egypt and India being the 
top exporters. Experimentation with cotton cultivation in tropical Taiwan has 
produced disappointing results. The 100 thousand cho of cotton fields in Korea 
produces no more than 250 thousand tan [#£] (15,125 metric tonnes)®*° of cotton, 
which constitutes less than 5% ofJapan’s pre-war demand of 6 million tan. (363,000 
metric tonnes) This is whilst China produces 6 million tan of cotton a year - fitting 
exactly Japan’s demand. Although the cotton produced in northern China is 
unsuitable for the textiles industry with its short fibres, the cotton crops along the 
Yangtze River from Hankow to Shanghai are brightly white and of a fine quality. 
Nishihara notes that under Yuan Shih-k’ai, American cotton crops which require 
little rainfall have been experimented in Honan Province in central China with 
brilliant results. With farmland in China totalling 100 million cho, Nishihara suggests 
that if only 5% is turned over to cotton cultivation, China could easily produce 15 
million tan (907,500 metric tonnes) of cotton per annum, at which point China 
would emerge as a serious competitor to India, and a policy of self-sufficiency in 


cotton between Japan and China would have been possible. 


629 Nishihara, Keizai Rikkoku Saku, 23-24. 
630 One tan is roughly equal to 60.5kg. 
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Nishihara recommends Japanese assistance to help China pay for the 1 million 
yen per annum costs that would allow laboratories be set up to promote the 
widespread cultivation of good cotton crops and the use of fertilisers. The goal of 
producing 15 million tan could thus be achieved within ten years.631 At 1912 prices 
at 76 yuan, or 54.72 taels632 per tan, 15 million tan would have been worth 820.8 
million taels. Trade statistics from the time suggests that, had Nishihara’s 
recommendations been followed through, there could have been a huge advance for 
China’s cotton industry, which in 1912 was exporting only 17,251,629 taels worth 


of cotton,6?3 or 2.1% of what Nishihara envisaged was possible for China. 


The production of wool was impossible in Japan given the difficulty of breeding 
sheep under Japanese conditions. Although wool from Mongolia, Manchuria and 
Northern China was ofan inferior quality, China could importa better breed of sheep 
from elsewhere. Nishihara observed that the best region for sheep breeding is 


between 25-35 degrees latitude, which corresponds to southern Braziland northern 


Chile, or the Tsinghai [#4] region of north western China; Hsining, [7§2#] the 


capital of Tsinghai, was a major trading hub for wool. Nishihara recommends the 
establishment of sheep breeding laboratories in Tsinghai, Kansu and Szechwan 
Provinces, in order to improve sheep breeds and methods of wool collection. The 
budget should be at 500 thousand yen per year or above.634 Nishihara further 
recommends a budget of one million yen per annum for geological surveys in China 
which will allow for the better exploitation of its natural resources and the 
integration of the two countries’ economies; this advocacy, as we shall see, was 
built upon the work of Chinese geologists since 1913. Finally, the lack of 
coordination between the government and private business in the steel sector 
should be rectified, and China’s plentiful supplies ofiron ore and coalbe made better 


use of, so that a self-sufficiency policy in steel may be established, in addition to 


631 Ibid., 33-34. 

632 Cheng, Xiangyu. [fJ F] Minguo Shiqi Zhengding Mianye Yanjiu. (A Study of the Cotton 
Industry in Cheng-ting during the Republican Era.) | REH EEH] Masters thesis, Hebei 
Normal University. DJLA K] 2011, 34. One silver yuan, or Mexican dollar, was equal to 0.72 
taels. 

633 Yang, C., H. B. Hau et al. BENEI] “Table IV. Value of Export Trade by Classes of 
Commodities”, 65 Nianlai Zhongguo Guoji Mooy Tongji (Statistics of China’s Foreign Trade During 
the Last Sixty-five Years.) [W+AA4E2R PREIS at] Nanking : National Research Institute of 
Social Sciences, Academia Sinica, [BJ i PRA E RAAPT] 1931. 7. In 1918 cotton exports 
reached a peak of 38,106,962 taels, which slidto just 9,582,634 taels by 1920, wiping out all 
increases since the year 1900. 

634 Nishihara, Keizai Rikkoku Saku, 26-27, 34. 
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expanding sales elsewhere in East Asia and becoming more competitive in face of 


fine metal products of Europe and America.®5 


Writing of Walther Rathenau, Krajewski commented that the KRA was a project 
which sealed Germany from the outside world, and that this ran contrary to the 
globalist economic perspective Rathenau had displayed before the start of the 
war.®36 Yet Nishihara’s project for self-sufficiency was not to seal Japan off, but to 
open up a vast market and treasure chest - China - previously locked up due to 
material inadequacy and institutional incompetence. What sets Nishihara apart, 
when he speaks of China in terms of its large market with almost limitless resources 
and manpower to complement Japanese capital, is that he did not stop at a 
superficial view ofa Japanese-dominated cooperative relationship. Nishihara argues 
that the Chinese economy is itself an important actor that should stand on its own 
feet rather than being passively subjugated or exploited; he expressed the sentiment 
that Chinese enterprise should be encouraged and financed, and that such posed no 
contradiction to Japanese development. His justification for tax and monetary 
reform was precisely that the existing, irrational arrangements were strangling 
Chinese productivity and discouraging the emergence of new Chinese industries; 


this argument echoes with those of Republican-era Chinese reformist economists. 


Nishihara states, in no uncertain terms, that the fostering of Chinese economic 
growth is an urgent task that should be made totally complementary to and uniform 
with the consolidation ofa firm basis for Japanese industry. He thinks that evidence 
has shown beyond doubt that pushing political, financial and military centralisation 
in China is futile without strengthened economic power through improved industry 
and transportinfrastructure. Japanese intervention to promote such ends will in fact 
be the “shortcut” to the industrial development and national political unification 
anticipated by the Chinese people. Nishihara understands that these are difficult 
goals to accomplish given the present capabilities in China and Japan but instead 
argues for a long-term view of the costs and benefits. Reforms to China’s tax regime 
and currency will bring about “direct and rapid growth in production and trade in 


China”.637 Should Japan follow through on these reforms and provide the neces sary 


635 Ibid., 34-35. 

636 “The embeddedness of the German economy in global economic relations disappears, and the 
terrain suddenly dwindles to a regional trade zone. [...| The KRA proves to be an inverse world 
project so to speak: it paves the way for the transition from global to local production of individual 
factories.” (Krajewski, World Projects, 174.) 

637 Nishihara, Keizai Rikkoku Saku, 56. 
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capital, not only will there be established a “causal relationship” [KRR] between 


Japanese investment and Chinese production, but a boom will be brought to 


Japanese economic activity to prevent Japanese capital from being stuck in stasis. 


[HE0] Ultimately an “economic alliance” [E] ] would come into existence 


which would naturally consolidate political integration. [P04 LOA A RAN EE] 


We should note that Nishihara wrote his manifesto exclusively in Japanese, and 
aimed it mostly at a Japanese audience; there is every reason to believe that he 
genuinely hoped to arouse his politician readers to the cause of peripheral rebellion. 
Nishihara pleaded the politicians to not be distracted by trivialities and to pursue 
the right course of policy that will make Japan and China inseparable, secure a future 


for the Japanese Empire, and return East Asia to the hands of the East Asians. 638 


3.6.2 The Chinese Dimension to the Nishihara Project 


As we have seen, during the early years of the Republic, the Minister of Agriculture 


and Commerce, Chang Chien [2] argued that China should achieve self-sufficiency 


and increase its exports in terms of cotton and iron, calling it the “Cotton and Iron 


Doctrine”. Mit] ©39 An undated report from the Ministry of Agriculture and 


Commerce entitled “Proposal for the Chinese Cotton Industry” [FREE] - 
which appears to have been written in 1916 or 1917 - contains a very similar vision 
to Nishihara’s for China’s cotton industry. The document proposed purchasing 
24,000 catties (14,400kg) of cotton seeds fromthe United States during the first year 
and 48,000 catties (28800kg) during the second year, and noted that whilst 
Manchuria and the Northwest are insufficiently hot and rainfall in southern China 
too much for cotton cultivation, Kiangsu [1] would be an ideal place to begin the 
experimentation, which should then expand to six other provinces - Hupeh, DJE] 


Chihli, [Et] Shantung, Chekiang, DHI] Honan [Fa] and Shensi. [[e7—]°*° 


638 Ibid., 35-38. In another memorandum in Nishihara’s papers entitled “Jigen” (“Thoughts on the 
Times”) [#4] dated December 1917. Nishihara placed his advocacy for internal economic 
rationalisation, the Sino-Japanese economic alliance and steel self-sufficiency within the context 
of the troubles in Russia and the possible spread of German influence in an easterly direction, 

both of which would need to be contained by Japanese military intervention in Siberia. (Nishihara 
Kamezo Kankei Monjo vol. 33, 170-179.) 

639 “Ifa country like Japan, that is one -twentieth of our size andhas one-eighth of our population, 

can have 1,731,500 looms,” laments Chang, why was it that “only 810,000 looms exist throughout 

China”? Zhangjian Quanji v.1, 274. 

640 Zhongguo Mianye Jihuashu. [FREE] 61-62. CASS-MHI, Jia-350. 160. 
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Chang Chien had also expressed regret that the vast ironreserves of China were 
underexploited. Nishihara's innovation was therefore in identifying areas in which 
Chinese policy makers had already considered and to expand on them. These policy 
aims would have been known to Shibusawa, who visited China a few months after 
Chang Chien declared his policy aims; Shibusawa had been received by members of 
the Ministry of Agriculture and Commerce. It is very likely that Nishihara had taken 
inspiration from such rhetoric, during his many visits to Shibusawa to discuss China 


Policy, and certainly in his visits to Chang Tsung-hsiang, [#5¢¢¢] the Chinese 


ambassador, which took place once every few days at its height according to 
Nishihara’s diary. The first of these visits tookplace on 15t July 1916. Itis known that 


they discussed conditions in China, Sino-Japanese Cooperation, and details of the 


Loans policies; Nishihara also offered Chang his views on reforming China. 641 [#7 


=33 ] In modern economic terms, as the Neo-Structuralist School would put it, Chang 


Chien and Nishihara’s proposals made sense because they had accurately identified 


China’s “endowment structure” 642 [HIR] - the industrial sectors, e.g. cotton, iron 


and wool, in which the country would have had an international comparative 


advantage, given adequate investment in them and official encouragement. 


During his tenure as Minister, Chang Chien set up a Geological Survey Institute 


Sth 


Ole 


JAP] under the Ministry’s Mining Division. [fc =]] This was staffed by 


geologists Ting Ven-kiang, [J X21] graduate of Glasgow University and Wong Wen- 


hao, [x] graduate of Leuven University in Belgium. Throughout 1913-1917 


many geological surveys were conducted into coal and iron reserves across the 


wm 


country, and in July 1917 when Chang Kuo-kan [5&3] became Minister he was 
approached by American representatives Finley and Foster Bain on a semi- 
governmental mission to prevent Japanese domination of Chinese steel. Chang 
ordered the geologists to negotiate with the Americans using all of their available 


data. Amongst the items they discussed were China’s wartime policies on mining 


and plans fora large steel mill to be built in Pukow, [#11] opposite Nanking on the 


Yangtze River - first suggested in September 1916 by Chow Tzu-ch’i, [#5] 6*3 


Minister of Agriculture and Commerce between Chang Chien and Chang Kuo-kan. 


Wong Wen-hao produced, on behalf of the Geological Institute’s Swedish advisor 


641 Yamamoto, ed. Nikki, 133-134. 

642 Lin, Economic Development and Transition, 93. 

643 “Zhenxing Zhongguo Gangtieye Yijianshu”, [fei F BUBB AS] 22-23. In Nongshangbu 
Mian Mao Tie Deng Jian | ERIRE], CASS-MHI, Jia-250.163 


In 
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Johan Gunnar Andersson, areportentitled “Suggestions on the Reinvigoration ofthe 


Chinese Steel Industry” kE t AMR S 5] in addition to two other documents, 


one on China’s coal and steel reserves, the other on the wartime demand and supply 
of mineral products.°*4 Andersson’s report contained a summary of the conditions 
at all sites where iron deposits have been found, and suggested that large numbers 
of steelworks be built to make use of locally produced ore, in order to implement an 


import-substitution and export-led policy for pig iron and steel products.®° 


$25] 


- at the time China’s largest industrial complex, comprising of three separate sites 


Unfortunately for Tuan’s government, the Hanyehping Company, [332/43 


in Central China : the Hanyang Steelworks set up by Viceroy Chang Chih-tung, linked 


by railways and waterways with iron mines at Tayeh [X04] anda colliery at Ping- 


hsiang [524i] - was no longer in Chinese control. The Company had been the subject 


of an unsuccessful takeover earlier on. Sheng Hsuan-huai, desperate to raise 
20,000,000 Yen to build new furnaces at Tayeh, decided to secure the loan with the 
Hanyehping complex, which the Mitsui Group tried to take over when the loan 
defaulted in 1914.46 In 1915 the Complex was made jointly-managed by China and 
Japan under the Twenty-one Demands. The Peking Government under Yuan Shih- 
k’ai was deprived of his country’s most valuable industrial asset and the guarantee 
ofhis military strength. Chinese policy-makers, rudely awakened by this sudden loss, 
realised that remedial measures must be taken, and their leading advocates was 


none other than the geologists at the Ministry of Agriculture, who drafted a 


memorandum entitled “Proposal for the Chinese Steel Industry”, [PEQS342+3=] 


labelled “Top Secret: Not to be disclosed”. It contains no date but was likely written 


in mid-to-late 1917; appended to it was a “Proposal for Mo-ling Iron Mine and 


Pukow Steelworks” FERES] which estimated that the machinery 


644 Li, Xuetong. [2°13] Weng Wenhao Nianpu (The Annals of Wong Wen-hao). [$$3Uj#84E#%| Jinan : 
Shandong Jiaoyu Chubanshe, [URAA HERE] 2005. 25. 

645 “Zhenxing Zhongguo Gangtieye Yijianshu”, [fell F EUs ese SB LS] 30 

646 George Ernest Morrison, advisor to the Chinese President, lamented that — “Probably no finer 
gift has ever been made by one nation to another than the Hanyehping contract, by which japan 
for a long period of years is to be sold the products of the Tayeh iron mines for $1.50 gold per ton. 
The concession carries with it many advantages, the stationing of troops at the Tayeh mines and 
the keeping open of communications between Tayeh and the river being not the least of them. 
This is not exactly a concession. It is a right insisted upon by Japan by virtue of her interest.” (Lo, 
Hui-min, ed. The Correspondence of G. E. Morrison, vol. 1. Cambridge and New York : Cambridge 
University Press, 1976.296.) 
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required will be shipped from the United States by the end of 1919, “one and a half 


years” from the writing of the proposal.®’ It opened with this statement - 


In today’s world, nothing is more crucial to the survival of a nation other 
than steel. In recent years steel imports have cost China tens of millions 
per annum, without taking yet into account expenses on machinery. Since 
war began in Europe military equipment has been much sought after by 
the belligerent states, and the cost of machinery must necessarily increase. 
From the point of view of the policy-maker considering the country’s 
military and financial circumstances, this is a frightening situation. China 
is known for the richness of its iron ore deposits; if it fails to catch up with 
the latest developments by drawing comprehensive plans, these resources 
will be laid to waste, and serve only as temptation to our neighbours. It is 
in the fundamental interest of nation-building that we embark as soon as 


possible on practical action.648 


The “Proposal for the Chinese Steel Industry” contained detailed analysis of the iron 
ore and coal deposits around China and their present ownership. Its geologist 
authors presented an array of options from which two sites were deemed to be the 
best - one near Peking for a “Northern Steelworks”, the other being Pukow. The 
latter was within reach via railways of iron mines to be excavated at Mo-ling-kwan 
[fk] in Kiangsu, whilst coke would come from a vastly expanded colliery at I- 
hsien [#4] in Shantung. The equipment and technicians would come from the 
United States, since “all European manufacturers have for now been requisitioned 
by their governments which are still complaining ofa lack of productive capacity [...] 


but American manufacturers are numerous and have maintained cordial relations 


647 “Moling Tiekuang Pukou Tiechang Jihuashu”, | #RIAStHHO Sts =e] 17. In Zhongguo Tieye 


Jihuashu, [HRE] CASS-MHI, Yi-G54; As such itis unlikely to have been written by Liang 


Shih-i, who was on exile at the time. This is despite his annals [4£#%] containing a copy of the 


Proposal for the Chinese Steel Industry and credited Liang for its authorship; Liang was a 
traditional bureaucrat who could not have written the detailed, scientific surveys containedin the 
proposal. (Cen, Sanshui Liang Yansun Xiansheng Nianpu, 459-469.) 

648 The Proposal continued to state the appalling state of sovereign control over China’s mineral 
resources. “Of the mines currently in existence, Chin-ling-chen [<48$H] is of course entirely in 
foreign control and beyond our reach; those at Miao-er-kou [H508] and An-shan-chan [ZL] 
are jointly-owned only in name, for in reality they have fallen into foreign hands; whilst although 
Hanyehping is still referred to as a Chinese enterprise, it has pledged a forty-year contract that 
in effect surrenders its iron ore and steel products, and what remains of the deposits have already 
been deemed insufficient for that end; the fate of the T’ao-chung [#k?#] mine is soon to follow the 
footsteps of Hanyehping due to it having been secured for a foreign loan. [...] China produces 
300,000 tons of iron ore every year, and yet its potential could only be realised if we could resume 


ya 


our sovereignty over it.” Zhongguo Tieye Jihuashu, [PEWS] 1, 3. 
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with our government, and are surely going to provide us much more helpful 
service.”*9 If all went to plan, “the mines should begin work by spring in the eighth 
year of the Republic, [1919] and the steelworks be in operation by the end of the 
ninth year, [1920] or the spring of the tenth year. [1921]” 650 


By spring 1921 latest, China would have had a second steel production plant, 
built at the cost of $23,300,000, producing 240,000 tons of cast iron per annum, or 
an addition of 80% to the present production capacity. National steel output would 
increase from less than 30,000 tons in 1917 to 112,500 tons. At wartime prices this 
would generate a revenue of Mex $5,686,200 from cast iron products, and 
$9,450,000 from steel products, giving a total of more than $15,000,000 per annum. 
At peacetime the revenue would be only a fraction of that amount, at $3,700,000, 
but would still be a sizeable amount in any case. Clearly, if wartime steel prices are 
to be taken advantage of, the geologists would need to race with time to materialise 
their proposals and start operationat the plant before the conflict in Europe, already 
in a state of fatigue, comes to an inevitable end. Tuan’s government immediately set 
to work on financing the programme; having joined the Allies in the war against 
Germany and Austria, China was exempted from paying the portion of the Boxer 
Indemnity owed to the Central Powers and was promised an increase in the customs 
tariff from an actual 3% to the 5% stipulated in the foreign treaties. According to the 


memoirs of the Minister of Agriculture and Commerce, Chang Kuo-kan - 


“We were informed by telegraph by Dr. Wellington Koo, [4 #3] our 


Minister to the United States, that should Chinese troops join the war, the 
United States would offer to subsidise $200,000,000 of our military 
expenses [...] if this could be realised, then apart from the actual cost of 
sending our troops abroad, which our military experts have estimated that 
if such troops consist of three divisions they will cost only a third of the 
amount that America has offered us, then the rest of that sum can be 
handed over to the [planned] Central Bank, and finance post-war 


industrial construction in China.” 651 


649 “Moling Tiekuang Pukou Tiechang Jihuashu”, [fe RU OBES Ss] 14 

650 Ibid., 17 

651 Xu, Tian. [#*H]] (Alias of Chang, Kuo-kan/Zhang Guogan) [Qi] “Dui De Ao Canzhan”. 
(Declaring War Against Germany and Austria) [H4S] In Jindaishi Ziliao, [JT {{ BR] 1954 
(2), 87. 


al 
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Liang Ch’i-ch’ao, then Finance Minister, was a principal negotiator for the 
postponement and partial wavering of the Boxer Indemnities as well as other inter - 
allied agreements providing favourable conditions for Chinese entry into the war. 
He had an ambitious plan to raise 10 million pounds from the Four-Nation 
Consortium for the reorganisation of Chinese finances by establishing a gold 
standard to replace silver taels in circulation - an idea that Nishihara picked up on. 
According to Liang’s vision, currency reform would in turn permit a nationwide 
industrialisation programme not unlike that of Sergei Witte’s in late 19th century 
Russia. However, in his private correspondence with Tuan Ch’i-jui written in 
September-October 1916, Liang expressed his reservations regarding the 
practicality of American funding for the Pukow project, and suggested using 


Japanese funds - 


“The circumstances today are that America, our newally, may yet become 
our saviour; butour close neighbour, Japan, has all the power to pronounce 
our death sentence; this close neighbour of ours needs to be persuaded to 
give up on her murderous intentions (or to delay them) if our new ally may 
come to our rescue. There is nothing fundamentally wrong about Yuan 
Shih-k’ai’s pro-British diplomacy; his fault was in attempting to force the 
hand of Britain in trying to resist Japan. At the time being America has yet 
to provide quite as much assistance to us as our old ally, Britain; and 
although we have gained for ourselves this new ally, we must be prudent 
in our requests towards her. If any suspicions are aroused in Japan that we 
are using our new ally [America] as leverage, the diplomatic consequences 
will be complex beyond imagination, and yet [America] will never be able 
to come to our rescue. I suggest that we take this opportunity to continue 
to express our sincere desire of friendship with this close neighbour of 
ours, Japan [...] any plans to use American funding to expand our industry 


must be dealt with extreme caution, lest any distrust arise from it.” 652 


Liang further recommended in this letter that China places trust in Japan on the 
Shantung question, that financial institutions in Manchuria be jointly-run with Japan, 


that the ban on rice exports to Japan be lifted, that Japanese funds and experts be 


652 Ting Ven-kiang & Zhao Fengtian, Liang Qichao Nianpu Changbian (Extended Annals of Liang 
Ch’i-ch’ao) [RRE t Rj] Shanghai : Renmin Chubanshe, 1983. 796. Mysteriously this letter 
was removed from the 2010 edition of the Annals, presumably because it showed Liang Ch’i-ch’ao 
to be too overtly pro-Japanese. 
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employed in the establishment of a gold standard, and that China rely on Japan 
assistance on the question of raising customs tariffs. He even suggested that a medal 
be presented to Goto Shinpei whilst communicating to him on a semi-official basis 
the stance of the Chinese government.®°3 On 23rd August, 1917, after assuming the 
post of Minister of Finance, Liang wrote to Inukai Tsuyoshi asking for help with 
mediating Japanese aid to China, particularly with regards to currency reform, for 
which the opportunity was ripe given the massive growth in Japanese exports and 
the excess capital that it now possessed. Liang wrote that it was to the fortune of 
both countries that Sino-Japanese mutual assistance and friendship has become the 
dominant discourse, and he hoped to discuss concrete plans for putting the new 
objectives in action.654 It is unclear, however, how Inukai responded to Liang, given 
that the former had temporarily retired from politics after Terauchi Masatake had 
become Prime Minister; Liang’s choice of Inukai as his contact on such an impor tant 


matter was therefore unfortunate. 


The American funds were ultimately not forthcoming, due probably to the 
Lansing-Ishii Agreement of November 1917, which recognised Japan’s special 
interests in China; Nishihara then stepped in to provide finance, not only for the 
plans to establish the steel complex, but also for more Geological Surveys in China 
and Liang’s currency reform. Nishihara turned China’s self-sufficiency and export 
programme into one that encompassed Japan and suggested that the latter take the 
initiative in promoting the project. Instead of ideas coming unilaterally from Japan 
into China, Nishihara’s policy for China was the result ofa dialogue of sorts. Above 
all, Nishihara understood better than Chang Chien, that to achieve the vision of a 
vibrant, industrial economy set out by these Chinese bureaucrats, Japanese 
cooperation was prerequisite, and indeed such could only have been materialised 
by transnational coordination. The aim of expansion of Chinese exports was also one 
that fitted nicely with Japan’s wish to expand imports of cotton and iron from China. 
Chang Chien had argued that Chinese exports of steel and wool could help reverse 
trade imbalances; Nishihara did not oppose this, and implied that whatever 
imbalance Japan suffered as a result could be compensated by exports to China of 
finished products. This was a constructive approach to trade, for it results in higher 


amounts of goods being sold and larger money flows each way. 


653 Ting & Zhao, Liang Qichao, 797. 
654 Ting & Zhao: Liang Rengong, 437. 
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Thus by late 1917 talk was abound that Nishihara was willing to lend exactly 
the same sum as had been offered by America, without an obligation that Tuan’s 
government deploy troops to Europe. When Chang Kuo-kan, suspicious of Japanese 
motives, enquired about the rumours, Liang gave “deliberately muddled answers”; 
in his memoirs written in the 1930s and published in 1954, Chang described the 


following scene - 


“The next day I was going to ask [Premier Tuan] about the loans after the 
State Council meeting. To my surprise Tuan handed me a contract on the 
Pukow Steelworks towards the end ofthe meeting asking me to sign it. The 
contract stipulated that the steelworks were to be a cooperative project 
between China and Japan. Tuan told me that ‘everything has been 
arranged’. I took a glance at the contract, and found that it comprised only 
of five articles [...] I said, “This contract doesn’t seem to agree with your 
principles,” to which Tuan replied, “now is not the time to discuss the 


» u 


matter.” “But this is a very important matter. Please allow me some time 
to think about it,” I said. Tuan was evidently livid and the other cabinet 


members were shocked and speechless. [The Minister of Education] Fan 


Yuan-lien [5 §#] asked for the contract, but Tuan ignored him, put the 


document back into his briefcase, and walked away angrily.” 655 
Chang Kuo-kan then wrote a letter to Tuan Ch’i-jui to argue his case - 


“Traditionally all trade along the Yangtze falls under the Anglo-American 
sphere of influence. Now China is fighting alongside the Allies, but it has 
decided to conclude a separate agreement with Japan to build Pukow 


steelworks. Minister Lu Tseng-hsiang [[#f2¢#] has informed me in private 


that Britain and America have expressed dissatisfaction and hope for the 
contrary. Indeed we have no obligation to acknowledge the Anglo- 
American sphere of influence, but it is also true that Japan has not yet 
gained a foothold in the Yangtze Valley. If Pukow becomes a Sino -Japanese 
joint project, Japan will have an excuse to send warships into the Yangtze 
to protect their assets should any incident arise. We have yet to expel the 
Anglo-American presence from the Yangtze and now we are adding Japan 


to the long list of invaders. Haven’t you always spoken of the Hanyehping 


655 Xu, “Dui De Ao Canzhan”, 93. 
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case as being one of gross treason? You know only too clearly what severe 


consequences there will be if you persist with your Pukow plans.” 656 


In November 1917 Chang resigned along with the rest of Tuan’s cabinet; he was not 
re-appointed when Tuan was again nominated Premier in early 1918. The Pukow 
contract fell through, the loan was never received, and the steel plant conceived by 
the geologists Andersson, Ting, Wong and their Minister, Chang Kuo -kan, was never 
built. The Pukow case is a perfect example to showthe sheer difficulty for China to 
carry out even the most practical of projects, when its hands were tied down by the 


competing spheres of foreign influence and rendered immobile as a result. 


Yet an examination ofthe draft contract for the Pukow Steelworks, which was 
kept amongst the Prime Minister Terauchi Masatake’s papers and dated 6t" August 
1917, reveals amore optimistic view of things, and indeed, evidence that contradicts 


Chang’s claims. The draft contract for the “National First Steelworks of the Republic 


of China”, [PR Eq Ed i753 —S298z] was contained within correspondence addressed 


to the Minister of Communications, Ts’ao Ju-lin. It was to be signed with 


representatives of the Japan Industrial Bank [H¥$RfT], the Bank of Chosen [HH fee 


fT] and the Bank of Taiwan, and contains 13, not 5 articles. It had two appendices, 


the first stipulating that Japanese advisors and technical directors [4% (lj = {£] be 


employed, the second being a contracton the distribution of steel products. This last 
document contained a clause that said that the products should first satisfy demands 
from within China, with Japan purchasing from the remaining quota set aside for 
overseas export. It also said that prices for the products will be decided at the end 
ofJuly each year according to worldwide trends in steel prices and afore castof price 
trends for the upcoming year.®” Both stipulations seem fair to China, and indeed 
reflect Nishihara’s view that the supply of Pukow’s iron and steel products should 
prioritise infrastructural projects within China. Considering that Chang Chien never 
came up with realistic plans to finance his projects, and how Chinese interests 
factored heavily into Nishihara’s considerations - Chinese and Japanese interests 
having never been mutually-exclusive to him - Nishihara could be said to have 


rendered service to both China and Japan. 


656 Ibid., 94. 
657 ‘Kokuritsi Dai’ichi Seitetsujyd Shakkan Kiyakuan, D6 Fuzokusho” [RATER RUEZ ` 
EEE] In Yamamoto, ed. ed. Terauchi Masatake, Lower Volume, 456-459. 
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An even more startling discovery that sheds new light on Nishihara is that of 
a draft ofa Sino-Japanese treaty found amongst Tanaka Gi’ichi’s papers, on returning 
the Boxer Indemnity to China. The draft treaty stipulated that the whole of Japan’s 
portion of the Boxer Indemnity would be refunded over the course of 23 years 


between 1918 and 1940. The draft treaty required that an Industrialisation Board 


[ez] be set up under the Chinese cabinet to administer how the money is spent - 


and the drafttreaty stipulated that this money would go, according to the following 
ratio, to the ends envisioned by Shibusawa Eiichi and Nishihara - funding cotton 
cultivation (40%), the breeding of sheep (20%), the carrying out of geological 
surveys (15%), and the setting up of one tertiary and one ordinary occupational 


training school each [E ¥ 4A =X] in Peking. (15%) Another 10% of the funds 


would go to the administrative expenses of the Industrialisation Board itself. 


Industrial Bureaus [734/53] would be set up across the country to oversee Cotton 


Plantation Laboratories [Aix Aer] and Sheep Breeding Laboratories. [4==% 


Haa] The Industrialisation Board would employ one Japanese advisor, three 
technicians, and two lecturers, with provision for future increases of staff. The Boxer 
Indemnity would also help with China’s transition to the gold standard, though the 
treaty did not stipulate how much of the funds would go to this purpose.®8 Had this 
treaty been signed and these proposals put through, the Anfu regime would have 


acquired both the institutions and funds for large-scale economic development. 


The Cotton and Steel Proposals were not the only industrial programmes 


drafted by Ting and Wong. The “Proposal for the Chinese Copper Industry” [F $E] 


342+ =] probably attracted less attention from Nishihara due to Japan being a 


copper-rich country. Even then, with the conflict in Europe, the authors of the 
proposal noted that copper prices in New York and London have almost doubled 
since 1914. China produced only 0.15% of the world total, which was 
disproportionate to the vast deposits that existed in its provinces, as listed in the 
proposal. The needs of the munitions industry was also noted, and the fact that 
Japan’s copper was mostly being exported to the west with little to spare for China 
was also cited as a reason that China should develop its copper industry. Yunnan 
was suggested to be the priority location for the first stage of development, followed 


by provinces in the vicinity of Peking or with a railway connection. China’s total 


658 Tanaka Gi’ichi Kankei Monjo (Papers Related to Tanaka Gi’ichi) [ HFR- BAXE] 45. 
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domestic production between 1867-1916 was estimated to be 800,000 tons, and 
foreign imports during the same period was 200,000; together this was roughly 
equal to annual worldwide consumption. The proposal suggests that copper coins 
minted in the past be collected by the government, and the export of copper cash be 
banned. The proposal was not as clear however as the one on steel with regards to 
what was to be done with the copper coinage collected, and where, if any, copper 


processing plants were to be built. Another proposal which failed to attract 


Nishihara’s attention was the “Proposal for the Mining of Metals in China”, [PE 


fi 4 31 8 }] which listed China’s current production and locations of deposits for 


metals such as nickel, lead, zinc, tin, magnesium and mercury, noting in particular 
the rich deposits of aluminium in Hunan®®? — it would be the mid-1930s before the 
Kuomintang, under Nazi German assistance, began in earnest to exploit these 
aluminium resources. In both reports the authors suggested a welcoming attitude 
towards private mining concerns, given the limited capabilities of the state; this 


stands in stark contrast with the insistence on state-led steel industry development. 


Sino-Japanese industrial and financial cooperation would, by the end of 1918 
with Terauchi’s resignation, become a lost cause; this is particularly so after anti- 
Japanese sentiment reached its peak with the May Fourth Movement in 1919. Asa 
graduate of the Berlin Kriegsakademie and trained in artillery - the most precise of 
military sciences in the 1880s - Tuan had acquired a global vision during his two 
year stay in Germany®®! and had witnessed Bismarck’s State Socialism at first hand; 
there is no question that he would have been just as eager to see China industrialised 
as his ministers Chang Kuo-kan and Liang Ch’i-ch’ao. Unfortunately, in the eyes of 
Chang Kuo-kan and other Nishihara sceptics, items such as the Pukow contract 
demonstrate that the Chinese government would be forced to choose between a 
miserable independence should it reject Nishihara, and exploited subjugation 
should it accept Nishihara’s terms. The first irony would be that three years later, 


in 1921, long after Nishihara’s projects had become moribund, President Hsu Shih- 


ch’ang [ítt] would be openly advocating Sino-Japanese cooperation in a book 


659 “Zhongguo Tongye Jihuashu”, [FHH] in Ru, ed. “Shiye Jihua”, 91-108. The Finance 
Ministry under Ch’en Chin-t’ao had probably taken note of these lucrative possibilities, for in 
April 1917 he was dismissed from his post by Tuan Ch’i-jui and arrested after he was implicated 
in a corruption scandal involving the construction of a copper smelting plant that collected and 
melted old copper cash. 

660 “Zhongguo Jinshu Kuangye Jihuashu’, [FEI iee2+8)=] in Ibid., 109-119. 

661 Ku, China and the Great War, 212. 
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entitled China after the European War. [EKEk 


] This had been ghost-written 


E 


in 1919-1920 by Huang Fu. [#78]662 In this book, Hsu - or Huang - expressed 


approval towards the February 1919 book, Post-war Strategy for the Economy and 


yzi 


the Nation [EKRAN R] written by the ASSP leader Soeda Ju’ichi. [3H —] Soeda 


repeated Nishihara’s notions of providing capital to China’s pastoral industry - 
given “rich supplies of wool and camel furin Mongolia” - and also to develop China’s 
iron mines and cotton cultivation. This, in Huang’s words, would “resolve [Japan’s] 
problem with an excess of capital and the procurement of raw materials at one 
stroke. Should proper methods be found [the two countries will be] sympathetic to 
each other and provide the other with what she needs, especially in times of urgency; 
the closeness of relations between China and Japan will henceforth hardly require 


explanation.”663 It scarcely needs to be said that such methods were never found. 


The second irony would be that in 1932, Ch’en Kung-po, [k2] Minister of 


Industry [#342] of the National Government, would announce a Four-Year Plan 


which encompassed coal, steel, oil, car-making and other industries, and this 
included a National Steelworks at Pukow that would producea modest 100,000 tons 
per annum. It was to be funded by Gute-Hoffnung, a German concern, which would 
provide 16 to 20 million yuan in loans.®°4 In neither case, however, would there be 


allegations of selling-out. 


662 Huang, a former soldier and graduate of the Tokyo Shinbu Gakko [RRR] had been an 
underground member of the Revolutionary League and participated in several revolutions 
beginning in 1911; whilst in Germany in 1920 Huang had dinner with Walther Rathenau, whom 
as Foreign Minister of the Weimar Government was eager to use Huang’s connections to re- 
establish trade with China, leading to the signingin May 1921 of China’s first equal treaty, the 
“Agreement Regarding the Restoration of the State of Peace between Germany and China”; | F% 
mJ] this was necessary due to China’s refusal to sign the Treaty of Versailles in 1919. (Shen, 
Yiyun. DJK] Yiyun Huiyi. [ZE H]iž] 2 vols. Changsha : Yuelu Shushe, HE84] 2017. 169.) 
663 Hsu, Shih-chang. [RES] Ouzhan hou zhi Zhongguo. (China after the European Conflict) EKER 
4 ZHE] Shanghai : Chung-hwa Books, [#@2$/5] 1921. 110-112. RHR — R Zim HERR 
BEZAS > RUSE REAEE DAS > MAAR» SUAE > IRM > DL 
EONS ON ° HERA RG KE ITA > Ga > WIA > oe RRP HRA > BAD Te 
PHIM AHR o” 
664 William Kirby, [Hk] Deguo yu Zhonghua Minguo. (Germany and Republican China) [18 
H EE BY] Chen Qianping [Rat E] et al, trans. Nanjing: Jiangsu Renmin Chubanshe, [IA 
itt] 2006. 95-96. 
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4 State Socialism After the Nishihara Loans 


4.1 State Capitalism and State Socialism in China, 1919-1949 


Arguably the greatest failure of Nishihara’s diplomacy was that it didn’t cast a 
positive image for itself by prioritising policies that would have won Chinese hearts 
- such as returning the Boxer Indemnity. Instead, such proposals were allowed to 
lapse, and other treaties such as the Army and Naval agreements of mid -1918, which 
were expectedly unpopular with the Chinese students, were given the go ahead 
instead. Most disastrously, Nishihara failed to deliver a satisfactory solution to the 
Shantung Question. In all possibility, Japan’s uncompromising stance probably had 
much to do with its ambitions for north-western China and Central Asia, as we have 
seen. When the Shantung Question did explode at the Versailles Conference, it led to 
a point of no return in Sino-Japanese relations in the form of China’s May Fourth 
Movement - an event that was not as civilised as it is usually assumed to be. Chang 
Tsung-hsiang, the co-architect of the Nishihara Loans, was seized by students at 
Ts’ao Ju-lin’s residence on the first day of protests and severely injured after around 
of beating; Ts’ao’s house was burnt down by the furious crowd. Liang Ch’i-ch’ao’s 
desperate dispatches from Paris, where he was an observer at the conference, 


contributed significantly to the popular furore. 


Two months after the rioting, on 8th July, 1919, the Anfu Club held a meeting 


for its MPs, where the party whip Wang I-tang, [+48] a Hosei University PAE KR] 


graduate, delivered a speech which amounted to declaring that the Anfu Club would 


take steps to become a socialist party. Wang judged the Doctrine of Popular 


Livelihood [RÆ +33] to be a “goal that can no longer be retarded” after the Great 
War, and explained that the “radicals” [#4 }%k] in Russia and elsewhere - whose 
advocacies have found a willing audience in China - had been “agitated by the 
domination of wealth and the enslavement of labour by large landowners and 
capitalists”.£65 He noted that advocacies similar to Communism were not alien to 
China, having begun by Xu Xing, [#/7] an agrarian thinker from the 4t century BC 


who argued that one should eat the fruits of his own labour and that land holdings 


and agricultural work should be distributed equally; [H@E7 ` SHi5##] Xu had 


also condemned exploitation and hoarding by merchants, and said that a wise 


665 “Zuori Anfubu zhi Yiyuanhui” (“The Anfu Club MP Assembly Yesterday), [HE H ZIK Za] 
in Gongyan Bao, [1#] 1917-07-09, 2. “Frazee BORAT BA AAT ER OUR AT ae”. 
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emperor should plough in the fields together with his subjects. 666 The 
impracticability of such primitive communism, noted Wang, had already been 
pointed out by Xu’s contemporary, Mencius; [i] but even he harboured certain 
“socialistic” sentiments, with the motto that “The people are the most important, 


followed by the State, with the Emperor being the least.” Wang explained that - 


“The direct responsibility of safeguarding the survival of the people lies 
with the government, and yet the indirect responsibility, to fight for the 
welfare and survival of the people, lies actually with political parties. Our 
party has for its aim the protection of popular livelihood, and we are the 
majority party in parliament; the responsibility thus lies solely with us, and 
we are bound morally to it. This club intends to form specially a research 


committee [on socialism]”.°°7 


The orthodox interpretation of Wang’s speech, as exemplified by Deng Ye’s [F] 
paper from 1985, was that it was a ridiculous attempt by the reactionary ruling class 
to comprehend and thus to contain socialism. “Wang’s explanation ofsocialism once 
again reflects the historical condition that socialist advocacies faced during their 
initial introduction to China - that they would be distorted and deliberately 
misinterpreted by the ruling classes”, wrote Deng. After the momentous events of 
the May Fourth Movement, “even within the Anfu Club - the most conservative and 
reactionary of political parties”, socialism had created an echo, and its tide could no 
longer be resisted. [>E] 668 In response to Wang’s speech, Hu Shih, [tH] the 
liberalist thinker and student of John Dewey, published in July 1919 an essay 


entitled “Study more issues, speak less of ideologies” [4 i} 7% £6 H > DRE] 


where he openly attacked politicians like Wang I-tang, in addition to indirect 
criticism of the leaders of the rising left-wing movement for their obsession with 
ideologies and neglect of real and practical issues. “If even the Anfu Party can talk 
aboutthe Doctrine of Popular Livelihood, isn’t it enough to teach us, the new leaders 


of popular opinion, something important?” Hu Shih then condemned the ideologies 


666 Li, Yan. [4] “Luelun Xu Xing Nongjia Xuepai de Jingji Zhuzhang” (A Brief Account of the 
Economic Advocacies of the Agrarianists under Xu Xing) [Mimi TT AEE ER] In Jilin 
Agriculture, [E1] 2012 (11), 267. 
667 “Zuori Anfubu zhi Yiyuanhui”, in seis Bao, 1917-07-09, 2. “A RARR ERREN > “A 
HIRES ARR: BPTEBUR ° BME ER AKM” ASRS ZS BRR > 
TERE o PERERA E” 

668 Deng, Ye. [Sif] “Wang Yitang de ‘Shehuizhuyi’ Yanshuo he ‘Wenti yu Zhuyi’ Lunzhan de 
Yuanqi” (Wang I-tang’s Speech on ‘Socialism’ and the Origins of the Issues and -Isms’ Debate”, 
[TERA ER WER A RE ERIE] In Jindaishi Yanjiu, [IRE] 1985 (6), 256. 
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as something that even “cats, dogs, parrots and gramophones” can talk about, that 

empty rhetoric on imported ideologies are of no use because they had been formed 

in foreign environments in response to their actual needs; and that obsession with 

“ideologies on paper” is dangerous. In a Wilsonian liberal spirit, Hu wrote - 
“People everywhere know about the poison of Statism as employed by 
European politicians and capitalists. And now Chinese politicians are going 
to bully people with this or that ideology. Madame Roland once said, ‘O 
Liberty, how many crimes are committed in thy name!’ Every ideology that 
sounds nice bears the same danger.” 669 

Hu’s essay triggered heavy fighting between him and socialists led by the Waseda 

graduate Li Ta-chao [Xfi] - the two ends of the spectrum within the community 


formed around the La Jeunesse [Xi #4] magazine which was central to the May 


Fourth Movement. Known as the “Issues and Isms’ Debate” [H] WH} #8 7 34] the 


responses that Li made helped solidify the ideological positions of the left-wing 
movement, culminating in their congregation as the Chinese Communist Party in 
1920. What was then left forgotten is the initial spark - Wang I-tang’s speech. The 
backdrop to the speech was, as Deng Ye judged, an editorial published on the Kung 


Yen Pao, [A #4] the party newspaper of the Anfu Club, entitled “Advice to 


Politicians and Military Leaders on Dangerous Ideologies” [intik Bain BEC Be 
Bi] on 27-28t June, 1919. Deng noted that they proposed a number of measures to 
counter the rising tide of radicalism, the first of which being that “politicians and 
military leaders should pay attention to studying socialism”; Wang’s speech, 
according to Deng, was a direct response to this ap peal.670 Deng failed to notice that 
the “radicalism” identified by the editorials referred only to Anarchism and 
Communism - not to be conflated with Socialism - and that the remedial measures 


recommended included “the gradual implementation of Social Policy”, noting that - 


“Socialism aims to equalise the rich with the impoverished, and to improve 
the welfare of the people, so that for everyone beneath heaven, it will be 
from each according to ability and to each according to need. If there is no 
theft from above and no intention to steal from below, there shall be no 
room for the growth of dangerous thought. [...] In essence, Anarchism and 
669 Hu, Shi. “Duo Yanjiu Xie Wenti, Shao Tan Xie Zhuyi” (“Study more issues, speak less of 
ideologies’) [4 i} F7 efi > 7>R82E5E 36] Wikisource. <https://zh.wikisource.org/zh-hant/ 4% 


filed > ZY REE SE> Accessed on 2018-09-01. 
670 Deng, “Wang Yitang”, 256. 
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Egalitarianism differ greatly from customs practiced for many millennia, 

and could be dangerous ifimplemented, butthere is no danger whatsoever 

in Social Policy. REEE] ” 671 
Social Policy as such should include the protection and rewarding of labour, reforms 
to inheritance and to tariffs - the editorial noted that the light tariffs on imported 
items, tobacco, alcohol and luxuries should be increased, and heavy duties on daily 
commodities such as salt should be lessened. The other two measures included 
“placing emphasis on the promotion of education”, and that “politicians and military 
leaders should make the painful determination to reform themselves", noting that 
attempts to stem the tide of dangerous ideologies without enacting reform to a 
society plagued by a wide wealth gap would be as futile as the attempts by the 
Manchu regime to prevent the revolution, and that the same can be said of the 
measures against labour undertaken by the capitalists in the west and in Japan. 672 
The Kung Yen Pao also published, on 8-9" July, articles on how the labour question 
in Japan was being tackled with social policies that included the establishment by 
the Home Ministry ofadjudication committees for labour disputes under the Shin‘ai 
Kyokai, [{3% #4] which had been set up by the Japan Industrial Club in May 1919 


upon the instigation of Home Minister Tokonami Takejiro; [R Xx r — BS] 673 in 


addition to the establshment of the Osaka Central Labour Exchange [KR PARAST 


25T] to relieve unemployment, a new model workers’ housing estate in West Noda 


[48H] in northern Osaka, and the promotion of workers’ education and savings. 674 


Moreover the newspaper announced on 26* June that a Labour Protection 


Ordinance [FEZ Li] had been passed by the “Post-war Economic Investigation 


Commission”, [ #k 1 & 3% Ji A @] successor to the “Economic Investigation 


Commission” under the Ministry of Agriculture and Commerce; the bill was 
submitted for discussion in the Cabinet and was deemed to be suitable for 
immediate implementation, and the Ministry has decreed to all provincial civil and 


military leaders that they should see to its implementation by persons responsible 


671 “Lun Weixian Sichao Jinggao Weizhengzhe yu Jiangshuai”, |ia Bs AKAA] in 
Gongyan Bao, 1919-06-28, 2. Thus it harks back to Shiba Teikichi’s On National Society, which 
argued that unless the state took the lead in implementing social policy, it would be too late when 
socialist and anarchist organisers seize the initiative and put the state on the permanent defensive. 
672 “Tun Weixian Sichao Jinggao Weizhengzhe yu Jiangshuai”, in Gongyan Bao, 1919-06-28, 2 
673 Kinzley. Industrial Harmony, 40-41. 

674 “Riben zhi Laodong Wenti”, [HAZ 37a /f 4] in Ibid., 1919-07-08, 1;1919-07-09, 1 
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for the operation of factories.675 The text of the Ordinance was published on the 
Kung Yen Pao on 21*t and 224 July, 1919, and stipulated amongst other things, that 
Sundays are national holidays, that workers could not work in both day and night 
shifts, that 12pm-1pm must be set aside for rest, and that male workers between the 
age of 14-17 and female workers between the age of 15-19 would be regarded as 
‘young labourers’ [Æ] and should be given nothing more than light work that 
does not inhibit their education or physical development.°’6 Factory owners should 
set up half-day or night schools close to the worksite, and hold classes at least once 
a week. Heavy work should only be assigned upon the worker's consent, and 
factories deemed unsanitary or having unsafe machinery will not be allowed to 
recruit workers. Workers who have worked for ten years in a factory should be 
given a bonus by the factory owner, who is also responsible for the workers’ old age 
pension, the amount of which should be equal to the wages paid during the worker’s 
last year of service. Factory owners should insure their workers against disability 
caused by working accidents. The state would implement workers’ fares for 
transport, promote postal savings amongst workers, issue bonds for workers’ 
insurance, and encourage the establishment of credit and consumer cooperatives. 677 
This suggests that Chinese leaders had absorbed the aims of the Japanese 
“Coordination Association” announced in March 1919, whereby “the government 
should conduct investigations into and establish as soon as possible labour 


insurance programmes, mediation, profit sharing and related systems.” 678 


All of this serve to show that the government’s stance as demonstrated in 
Wang’s speech was not merely a reactionary accommodation with socialism, but a 
genuine attempt to embrace it, even if it served the purpose of stemming Anarchist 
and Communist tides. The Bill on Labour Protection, a document neglected by 
Chinese historians, demonstrates that the Peiyang-Republican regime was making 
the first steps towards addressing the labour question, and that the subjective will 
was certainly there to implement, “gradually”, social policies that were adapted to 
China’s new needs. These events should be viewed, not in isolation, but in the 
context of discussions on State Socialism in China since the 1900s, and attempts to 


enact State Socialist policies during the Republic’s first years. President Hsu Shih - 


675 “Shixing Laogong Tiaoli zhi Tongling”, [ETZI] ZMS] in Ibid., 1919-06-26, 3. 
676 “Baohu Laogong Fa’an”, [REZALA] in Ibid., 1919-07-21, 6. 

677 “Baohu Laogong Fa’an”, in Ibid., 1919-07-22, 6. 

678 Kinzley, Industrial Harmony, 35. 
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ch’ang Rt S] acknowledged in a speech to members of the press on 30th November, 


1918 that, after the Great War, “the [powerful] minority in the economic sector, 
having suffered much hardship, will no longer expend huge sums on warfare, and 
will definitely transfer them to the expansion of social enterprise. [X @ #3 ] 
Socialism will therefore see increased influence by the day in the post-war 
economy.” 679 President Hsu then announced his aims for the post-war era, to 
develop the rich agricultural, mineral and manpower resources of China, and to 


promote widespread education. In his 1921 book China after the European War, 


President Hsu also announced his intention to implement “State Social Policy”, [HZ 
Łe Ecce] but fell back upon the conservative notion of relying on the strength of 
family and clan bonds within society to alleviate the labour problems that would 
inevitably arise with the development of industry.°8° He would not have foreseen 
that apart from some discussions in 1922-23 regarding the inclusion of a chapter on 
labour rights into the Draft Constitution,°8! State Socialism would have made its last 
fling in the Peiyang Republic with the Labour Ordinance and Wang I-tang’s speech, 


before all was submerged in a decade of civil war. 


There was, however, one last expression of Saint-Simonian sentiment. This 


took place in Outer Mongolia, which had been re-occupied by the Chinese Frontier 


Defence Army LW] - trained originally as the War Participation Army [AR] 


for combat in Europe by the military advisor Bansai Rihachiro. [}Z7§#l]/\E] By then 


under the command of Tuan Ch’i-jui’s most able lieutenant, the Imperial Japanese 


Army Academy [EE =] graduate Hsu Shu-cheng, [£$] the troops reached 


Urga [Ef] (now Ulaanbaatar) on 8* July, 1919 and remained there until June 1920. 


They served to pre-empta Bolshevik or tribal invasion ofthe suzerainty and worked 
in collaboration with the occupation of eastern Siberia by Japanese troops. Three 
months prior to leaving for Outer Mongolia, Hsu presented on 17 April, 1919 his 


“Policy Outline for the NorthwestFrontier”, which received Cabinet approvalon10% 


679 “Dazongtong Zhaodai Zhongwai Xinwen Jizhe Yanshuoci”, [KR ye POM lsc Baal] In 
Nongshangbu Mian Mao Tie Deng Jian [ERER], CASS-MHI, Jia-250.163 

680 Hsu, Ouzhan hou zhi Zhongguo, 129. 

681 Du, Qianggiang. [tL5#5#] “Minsheng yu Xiasfa : Shehuiquan zai Woguo Xianfashi shang de 
Yuanqi- Minguo Chunian Guanyu Xianfa ‘Shengjizhang’ Cao’an de Zhenglun” (Popular Livelihood 
and the Constitution : The Origins of Social Rights Provisions in the Constitutional History of this 
Country — The Debate Regarding the ‘Economics Chapter’ of the Draft Constitution in the Early 
Years of the Republic.” [RER RA: EA HEMMER BA Lie — RBI PIES eA ART ae’ 
AM Him” In Fu Hualing [fi] and Zhu Guobin, [RRR] eds. Xianfa Quanli yu Xianzheng : 
Dangdai Zhongguo Xianfa Wenti Yanjiu. (Constitutional Power and Constitutional Politics : A 
Study of Contemporary Chinese Constitutional Issues) [RAER RER: EPR A OTF] 
Hong Kong: HKU Press, 2011. 
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June. The report opens with the statement that “any administrator for this area will 
have little chance of doing any good unless he embraces a strong determination to 
develop the country”, 682 and announces that “Railroads are the most urgent 
requirement. Industry, culture, commerce and defense are all dependent on a 


communication system.” Hsu then listed the “indispensable trunk lines” 683 - 


zO] to Manchuli þa] -750km 


poui 


e Kalgan [5 


e Kuei-sui [fi] (now Hohhot HERD #¥]) to Kiakhta [AE] via Sair Usu and 
Urga - 1,000km 


e Sair Usu to Uliastai [R E}Jt#k=Œ] and Kobdo, “turning back through the Altai 


Mountains” to reach Urumchi [3446] and thence onto Sui-ting [47] (now Ili [f 


fs 


J) - 2,750km 


e Uliastai to Tannu-Uriankhai [E3 83] -500km 
e Link to the Trans-Siberian Railway from Kiakhta once “trouble in Russia has 


settled down”. 


Hsu suggested that these routes, on which “motor vehicles can be used” pending the 
completion of the railways, will be advantageous to trade. Hsu then declared his 
“realistic goals” 684 noting that China must pre-empt “Foreigners [who] have long 


been eager to exploit these areas” - 


“The opening of land and herding can be organised immediately [...] on 
both sides of the rail lines and cattle and sheep and other animals can be 
raised in large numbers. Horses are of especial importance. [...] The 
extraction of minerals can begin immediately. [...] The Altai-Tannu- 
Urianghai-Kubus Gol area and the Kharchin-Ordos region have all the 
major metals in large quantity and of excellent quality. [...] Other minerals 


such as coal and salt also exist in not inconsiderable amounts...” 685 


Centre to the development of Outer Mongolia is the establishment of a “Frontier 


Bank” [3348877] to issue banknotes and public bonds to raise funds for the first 


1000km of railways - the north-south mainline from Kuei-sui via Urga to Kiakhta; 


682 Howard-Gibbon, Hsu Shu-cheng, 17 
683 Ibid., 18 

684 Ibid., 19 

685 Ibid., 19-20. 
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each kilometre would require Mex $40,000, so roughly $50,000,000 of “Domestic 


Border Development Bonds” would need to be issued - 


“By selling public shares in this bank another three or four million yuan 
can be raised. Together with [...] the bond issue this will easily total no less 
than six million yuan. With six million yuan in capital 11 or 12 million yuan 
in bank notes can easily be put into circulation. With these bank notes 
small loans can be made as time demands, and motor car and horse drawn 
wagon companies, farming, herding and mining, all these sorts of ventures, 
will begin to flourish within a few months. When work on the rail line gets 
under way it will be more and more viewed as a sound investment. Then 
the initial debentures can be recalled and the sale of the bonds begun. The 


plan moves step by step, is sound, and will not fail.” 686 


Hsu proceeded to argue that mere military suppression of the Mongols, being “an 
unjustifiable use of military power will achieve nothing”, noting with some 
condescension - not dissimilar to what Goto Shinpei had described ofthe Taiwanese 
- that “The Mongols are suspicious but eager to gain petty advantages and thus are 
easily won over”.687 Despite such colonial overtones Hsu’s reportcontained a kernel 
of enlightenment, whereby he advocated that the policy of promoting ignorance 
amongst Mongols should be reversed by widespread implementation of education; 
Chinese administrators in Mongolia should learn the Mongolian language, and bans 


on intermarriages should be removed for the sake of cultural assimilation. 688 


Needless to say, Hsu was over-optimistic with prospects - developmental and 


colonial - in Outer Mongolia, which were in turn limited by the economic difficulties 


686 Ibid., 21-22. 
687 Ibid., 20. 


688 “Education of the Mongols must be started immediately. From the beginning of the Ch’ing 
Dynasty [...] it was the policy of the government to keep the Mongols ignorant. Such a policy runs 
counter to proper human relations and morality. In future if we want to draw the Mongols closer 
to us [...] unless we make great effort to improve education and pass laws to promote learning, 
success will be difficult. Now, the Mongols are a dull people and if we were to suddenly force 
Chinese language and literature upon them there would not be one of them who would not reject 
it. I think it would be more suitable to have the Chinese first study and achieve some degree of 
proficiency in written and spoken Mongolian. Government officials, civilians and clerks should 
study and practice their Mongolian together. As their Mongolian improves so there will be a daily 
improvement in relations between Chinese and Mongols. Ultimately some Mongols will begin to 
see the shortcomings of their own language and writing system. Once this happens there will be 
concerned Mongols taking up the study of Chinese. At that point there will be no need to force 


them [...] Customs and habits should also be gradually changed. [...] in the Ch’ing Dynasty 
restrictions did not allow intermarriage between Mongol and Chinese. [...] Present plans require 
an order to be issued removing all these restrictions. [...] Marriages will take place without the 


need for active promotion, and rites and customs will assimilate with the passing of time, 
removing all barriers and distinctions [between the Chinese and the Mongols].” (Ibid., 20-21.) 
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of the Peking regime. What did prosper, to some extent, were the enterprises in 
which the Peiyang generals and bureaucrats had invested in Metropolitan China. 
The “Northern Steelworks” near Peking envisaged by Ting and Wong’s reportas an 


alternative to the Pukow Steelworks, was completed in 1919 as the Shih -ching-shan 


Steelworks, [42.114] operated by the Lung-yen Iron Mine Company. [HE se she 


=j] The company was a public-private joint venture, with the private shares mostly 
subscribed by military men and bureaucrats, the largest shareholder being Tuan 
Ch’i-jui. 689 Government-held stock in the company, valued at $2,500,000, was 
mostly financed with funds taken from the Nishihara Loans. 690 President Hsu 


appointed Lu Tsung-yu as General Manager on 19* April, 1919, with Ting Ven-kiang 


assuming the post of one of three “government-appointed directors”. [==] Whilst 
the Lung-yen Company was initially a failure, with its opening coinciding 
unfortunately with the end ofthe First World War and a sharp drop of worldwide 
steel prices, investments in banking and textiles proved more successful. In 1917 


the Gold City (Jincheng) Bank [4:4$/7] was established by the Senator Wang Chih- 


lung, [2] one of the Anfu Club’s main financiers; its directors included Hsu Shu- 


cheng (who held $110,000 in shares) and Wu Ting-ch’ang, [4%] who had 


graduated from the Tokyo Higher Commercial School [RR AF] (now the 
Hitotsubashi University [—f§X£]) and became Deputy Finance Minister under 
Liang Ch’i-ch’ao. Many generals and bureaucrats held shares in the bank, including 
President Hsu Shih-ch’ang.®9! An early beneficiary of the bank’s loans was the Yu- 
yuan Textiles Mill [#§7¢%>)] run by Wang Chih-lung, who died during the 1923 


Kanto Earthquake while negotiating a loan with the Okura zaibatsu. [AGE RS] In a 


manner not dissimilar to the Pereire/German banking-industrial model described 


by Gerschenkronas typical of “catch-up” nations, throughoutthe 1920s-30s the Gold 


689 Tuan Ch’i-jui (Mex $350,000), followed by Ts’ao Ju-lin ($220,000); Hsu Shih-ch’ang ($160,000) ; 
Lu Tsung-yu, [EFH] Chinese ambassador to Japan ($110,000); former Presidents Li Yuan-hung 
and Feng Kuo-chang [HEJ] ($50,000 each); and Liang Shih-i, [232-34] Senate President ($50,000), 
amongst others. (“Xuanhua Gangtie Jituan Youxian Zeren Gongsi Guidang Dangan, no.8, Jituan 
Gongsi, “Longyan Tiekuang Gongsi Gudong Qingce” [H(LSH#t52 BVA PRE (EZS BI BRRERE ZR > (EGE 8 > 
EEAS > (SEGRE SHES) ] Quoted in Lan, Jun. [HE] Longyan Tiekuang Gongsi Yanjiu 
(1919-1928) (A Study of the Lung-yen Iron Mine Company) [HEESHE2. BJF (1919-1928)] Masters 
Thesis, Hebei University, 2011. 6.) 

690 Tbid., 6. 

691 President Hsu ($114,000), Hupeh Military Governor Wang Chan-yuan [=473¢] ($119,000), 
Liang Shih-i ($51,000), ex-Progressive Party Premier Hsiung Hsi-ling [8&4 #4] ($50,000). Ts’ao Ju- 
lin ($33,000), Li Yuan-hung ($10,000), etc. RÆK ` RETZE. <LI SERE >. RSE 
ARRMAREE, 2010. Ling, Yuanhong. [Æ] “Jincheng Yinhang yu Beiyang Zhengju” (The Gold 
City Bank and Peiyang Politics) [SWR Hb] In Journal of Tangshan Teachers College, [E 
LENEE] 33 (4) (July 2011), 68. 
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City Bank “emulated the practices of Japanese zaibatsu such as Mitsui and Mitsubishi, 
and actively promoted the permeation of banking capital in industry. In providing 


liquidity to the Yung-Chiu-Huang [7 ” =] Chemical-industrial Conglomerate, the 


Gold City Bank adopted a system similar to Japanese Host Banks [ERT] [...] with 


special attention being paid to managing risks in asset operations”. 692 In other 
words the bank assumed an active role in supervising industry, having learnt from 


Japanese and by extension, German banks. 


The 1920-30s were known as the heyday of bureaucratic-entrepreneurial 
investment, yet until 1932 the only State Socialist movement in China would be that 
of Sun Yat-sen’s Kuomintang with its Doctrine of Popular Livelihood - the 
implementation of which under the Chiang Kai-shek regime was sporadic and 
almost haphazard. The main ideological document on the Doctrine, besides Sun’s 


lectures contained in the book Three Principles of the People, was his 1919 industrial 


manifesto, The International Development of China, [Et] first published in 


English and aimed atan international audience; the manifesto carried a strong Saint- 
Simonian esprit and detailed a long list of industrial projects including ports, 
railways and river conservancy that the Kuomintang would carry outonce in power, 
with the help of foreign investment, towards which Sun had maintained a welcoming 
stance since the 1906-7 Socialism Debate. This manifesto has been credited as the 
origins of the planned economy in China 6% - but as we have seen with the 
discussions on State Socialism in China throughout the 1900s-10s and with 
Nishihara’s proposals, the origins of economic planning in China came long before 


Sun’s manifesto. With some notable exceptions, such as the project to provide the 


Hwai River with an outlet to the sea, [$f] the construction of Lien-yun Port pE] 


and the completion of the Canton-Hankow Railway, | 2 3 $$ #%] the actual 


infrastructural achievements of Chiang’s regime would differ greatly from Sun’s 
script, and even these would be subject to devastating damage during the Sino- 


Japanese War. On the level of the individual citizen, Chiang initiated a campaign 


known as the “New Life Movement”, [Æ mgh] aimed at instilling modern and 


692 Bie, Man [il] =] “Jindai Zhongguo Yinqi Hezuo Moshi yu Fengxian Guanli - Yi Jincheng 
Yinhang yu Yongjiuhuang Jituan de Lishi Shijian wei Kaoju” (Modes of Collaboration and Risk 
Management between Banks and Corporations in Modern China - A Study Based on the Gold 
City Bank and the Yung-chiu-huang Group) PER RRRA EREN ee SSSI BRTT BAKA 
Ba SS AEE SO ET ES Sz] In Qiusuo, PKR] 2012 (5), 51. 
693 Cheng, Linsun. [#274] “Zhongguo Jihua Jingji de Qiyuan yu Ziyuan Weiyuanhui” (“The 
Origins of the Chinese Planned Economy and the Resources Commission.”) | FRIR HIZO NER 
AHAS] In 21 Shiji Wangluo Ban, | (—+—t#4c) 484k] 2007 (8), no.65. 2. 
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JPt 


healthy habits on a social scale; but the movement, which Fukamachi Hideo [ET 
x] referred to as a kind of “Politics to Discipline the Body”,©°* would carry deep 


Fascist overtones, as correspondence between the German diplomats and Berlin on 


the subject confirmed. 695 Shan Shilian [ # ttl] has characterised it as “a social 


reform movement that had absorbed German historical experience [in militarism] 
[and] a total militarisation of the people through Confucian ethical mobilisation.” 696 

For almost a decade from 1927 to 1936, the Kuomintang fought a bitter civil 
war with the Communist Party, which earned in 1929 an unlikely convert - Yang Tu, 


the erstwhile Constitutional Monarchist and supporter of Yuan Shih-k’ai. Yang 


became a party member with Chou En-lai [SZK] as his referee. In the early 1920s 
he had briefly attempted a rapprochement with Sun Yat-sen’s Kuomintang, and in 
1927 he tried and failed to save Li Ta-chao from execution; subsequently Yang 
donated much of his assets to the Communist Party, by then under purge, and 
provided shelter to many ofits underground agents.697 In one of his last essays, Yang 


added an additional phase of social evolution after the militaristic, semi-humane 


epoch [¥ \ #444(t] where people competed for the means of survival. This new 


Epoch of Humanity [Ač] would be marked by communal ownership and equal 


wm 


distribution of food.698 Members of the ex-Progressive Party led by Carsun Chang [5 


AHJ] -formerly the secretary of Liang Ch’i-ch’ao, whose death in 1929 deprived the 


Kuomintang ofa strong critic - formed in 1932 the Chinese National Socialist Party, 


[FAE] to advocate a “Modified Democracy” EREA] which - 


“upheld private property but was against laissez faire competition. The 


charter of the party argued that the national economy should be taken into 


account by ‘coherent state planning’; [52 #49 Bl 322+ #1] the State ‘should 


satisfy social needs by planning gradual industrial development according 


to social demands’ [by means of a] ‘mixed economy’ [42475] [...] whereby 


the state would monopolise the exploitation of all natural resources and 


directly manage concerns such as mines, electricity and railways.” 699 


694 Fukamachi, Jiaoyang Shenti de Zhengzhi. 

695 Kirby, Germany and Republican China, 201. 

696 Shan, Deyizhi Wenhua, 174-175. 

697 Zuo, ed. “Introduction”, in Yang Du Juan, 13-14. 

698 “Yangshi Shili”, HR Pil] in Zuo, ed. Yang Du Juan, 400. “22833215 BAK” 
699 Cheng, “Zhongguo Jihua Jingji”, 2. 
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Chiang’s regime did make a serious attempt at consolidating State Capitalism. He 
began with the effective re-nationalisation of the Bank of China, which in 1917,when 
Liang Ch’i-ch’ao was Finance Minister, had been reformed to have a Board of 
Directors elected by shareholders.’ On the industrial front Chiang was helped by 
the technocrats inherited from the Peiyang regime, centred around Ting Ven-kiang 
and Wong Wen-hao, who were introduced to Chiang by Ch’ien Ch’ang-chao. [#544] 
Ch’ien, a friend of Chang Chien’s family, had studied in Britain from 1919-1923, first 
at the London School of Economics as a student of the Fabian Socialist, Harold 
Laski7°! and then at Oxford University, subsequently joining the Kuomintang in 


1928 as secretary to Huang Fu, by then Foreign Minister of the National Government 
Ting, Wong and Chien, in addition to Sun Yue-ch’i [fA#Kle}] who had studied 


Mining at Stanford and Columbia Universities, and Wu Ting-ch’ang, the Gold City 


Bank director, formed the core of the National Government’s technocratic corpus, 


congregating by 1932 in the National Defence Planning Commission, [AVERTA 


= 


®] which became the Resources Commission [AH 2a®] in 1935. It was placed in 


charge of all government-controlled industries including the munitions factories, 
and during the war would carry outa policy of nationalisation of factories deemed 
to be of strategic importance - to the dismay ofliberalists like Hu Shih.792 Since 1932 
the Kuomintang had begun a phase of “Political Tutelage” [#l|Ec¢] which corresponded 
more or less with the enlightened despotism advocated by Liang in the 1900s; such 
“Tutelage” was meant to exercise “political training” of the citizenry in preparation 
for the future phase of “Political Constitutionalism” [Ex] - i.e. democracy. This 
triggered, during the 1930s, a long debate on democracy and autocracy, with Hu 
Shih and Ting Ven-kiang forming the core figures of the opposing camps; Ting 
argued - to the delight of the Nanking authorities - that China needed strong man 
politics, amounting to a form of developmental-authoritarianism; yet 
embarrassingly for his Kuomintang admirers, Ting’s model autocracy was the Soviet 


Union under Joseph Stalin.” 


700 Zheng, Huixin. [i @ fir] “Guanyu Zhang Jia’ao Bei Chehuan de Jingguo” (On the Events 

Surrounding the Replacement of Chang Kia-ngau) [PAJ RRMA] In Xueshu Yuekan, 

[Eti AF] 1986 (11), 55-59. 

701 Sun, Hongyun. [KRE] “Minzhu Shehui Zhuyi yu Minguo Zhengzhi - Lasiji zai Zhongguo de 
Yingxiang” (Democratic Socialism and a Politics -The Influence of Harold Laski in China) 
[RELE ERMREIBOR — AOE PRAE] In 21 Shiji, 2008(8), no. 108, 51. 

702 Hu Songping, [IHA E] Hu Shizhi Xiansheng Nianpu Changbian Chugao [fia 504 Ee Ra) 
fa] vol. 7, 2374. Quoted in Ibid., 55. 

703 Shan, Deyizhi Wenhua, 195-196. 
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In June 1936 the National Government announced a Five-Year Plan to be 
implemented with Nazi German assistance; in return for supplies of essential war 
materiel, notably tungsten, Germany would help equip China’s war industries, and 
provide a loan of 100,000,000 Gold Marks - almost a repeat of the Nishihara Loans. 
Although the plan achieved some progress they were cut short by the eruption of 
war with Japan and mostly terminated by late 1938.704 Despite this the Resources 
Commission became responsible for the maintenance ofindustrial production in the 
“free areas” during the War of Resistance, and its importance grew to enormous 
proportions. From May 1944 onwards Ch’ien Ch’ang-chao was responsible for a 
moribund project to build the Three Gorges Dam on the Yangtze River, complete 
with a hydroelectricity generating station which would have had a capacity of 
1056kW and would have transmitted power to Shanghai, some 1000km away.7%° 
Ting Ven-kiang died from carbon monoxide poisoning in 1936 during a survey trip, 


but Wong Wen-hao was appointed Chief Executive [/7Echs¢42] - the Prime Minister 


of the National Government - in May 1948. Two years prior, at a Resources 
Commission meeting in 1946, Wong delivered a speech entitled “Creating a New 
Epoch for the Chinese Economy”, where he stated that the Commission would see as 
its aim the promotion of State Capital in order to implement the Doctrine of Popular 


Livelihood, which conforms to international Socialist tendencies - 


“The essence of Dr. Sun Yat-sen’s speeches on the Doctrine of Popular 
Livelihood lies in the development of State Capital and the restriction of 
Private Capital [...] In Dr.Sun Yat-sen’s International Development of China 
he states clearly that industrial development should proceed 
simultaneously on two fronts - private and public management - and says 
that the various items in the industrial programme should be operated by 
the state. He states clearly that such state enterprises will need to attract 
foreign investment and employ foreign talent [...] Thus Dr. Sun Yat-sen had 
decreed that grand enterprises should be carried out by the state in order 
to foster State Capital, by which the Doctrine of Popular Livelihood could 
be implemented. Following the World War countries around the world 
such as Britain and France have decided to implement socialism, with 
the interests of the whole nation, rather than those of a minority of private 
704 Cheng, “Zhongguo Jihua Jingji”, 4. 
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entrepreneurs, being prioritised, and they are doing their best to 
nationalise enterprises of great and public importance. The new cabinet in 
Japan has also proposed the objective of nationalising all collieries. It may 
be seen that the spirit of the Doctrine of Popular Livelihood has already 
been spread amongst all countries, oriental and occidental. Our country 
must therefore make the effort to realise this as soon as possible. This 
commission is established precisely for such an ideology, and we must 


think and act on it, so as to make a real contribution to such ends.” 706 


Yet Wong’s loyalty to the Kuomintang was not shared by other members of the 
Commission. Ch’ien Ch’ang-chao understood that his Fabian Socialist convictions 
would not be effectively implemented by the Kuomintang, which was plagued by 
corruption and military disorganisation; this prompted his resignation in 1947.707 


In 1948 Ch’ien and others formed a “China Research Institute on Social Economics” 


[Heth APSE @] the charter ofwhich mirrored that ofthe British Fabian Society; 


it published a magazine, The New Road [##&] that advocated a “double democracy” 


- political and economic democracy - and criticised both the Kuomintang and the 
Communist Party. The institute was ordered to disband by Nanking in late 1948.708 
By mid-1949, 90% of the staff of the Resources Commission, including Ch’ien, had 


defected to the Communist Party, 7°? and formed the core of the PRC’s Cabinet 


Finance and Economy Commission [KRHKE] which in November 


1952 became the State Planning Commission. [323+ #2 & @] This body was 


responsible for restoring the Chinese economy from wartime ruin and to mobilise it 
for the Korean War, followed by the implementation of Five-Year Plans beginning in 
1953. Most bureaucratic-entrepreneurial concerns, such as the Gold City Bank and 


Lung-yen Iron Mine Company, were nationalised within the first years of the 


liberation; in 1966 the latter was renamed Capital Steel. [ý$] As the only tangible 


legacy of the Nishihara Loans - though it was unintended - the company remains 


one of China’s largest steel producers. 


706 Wong, Wenhao. “Wei Zhongguo Jingji Chuangli Zhanxin Shidai”. [| PRIA RIER] In 
Quanguo pats Wenshi Ziliao Yanjiu Weiyuanhui Gongshang Jingji Zu, ed. [SHIEH ICRA 
BOF EB EB #5 2K HE AH] Huiyi Guomindang Zhengfu Ziyuan Weiyuanhui (Remembering the 
Resources Comune on of the Kuomintang Government) [FW Rž PUJA AA S| Beijing: 
Zhongguo Wenshi Chubanshe. [FEAS HARE] 1988. 310. Emphases mine. 

707 Sun, “Minzhu Shehui Zhuyi”, 55. 
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Wong Wen-hao, briefly listed as a war criminal by the Communist Party, was 


pardoned and invited to return to Beijing from Europe in 1951; in December 1954 


he was appointed to the People’s Political Consultative Conference. [A Ee: Ertz]? 
This is whilst Ch’ien went on to have an extremely long public career, staying at the 
forefront of economic planning in the Chinese government until the 1980s, having 
been brought back by Deng Xiaoping in the early 1970s to restore economic order 
to the prolonged chaos caused by the Cultural Revolution. In the early 1980s Ch’ien 
helped plan Hainan Island as a Special Economic Zone, and in 1985 he was made a 
member of the Drafting Committee of the Basic Law for Hong Kong; he remained 
active in the preparations for the handover before his death in 1988.71! In 1998 the 


State Planning Commission was renamed the National Development Planning 


Commission [324 et 21Z A @], which became, in 2003, the National Development 


and Reform Commission [HF # EAMES @ (ME) - a body which still 


produces Five-Year Plans for the country and has powers to exercise administrative 
guidance over industries in a fashion similar to Japan’s MITI at its height in the 
1960s-70s. This is whilst prominent members of the Resources Commission who 
went to Taiwan included many famed architects ofthe Taiwanese economic miracle, 
especially under the direction of the Soviet-educated son of Chiang Kai-shek, Chiang 
Ching-kuo, [#44] who was Chief Executive from 1972-78 and President until his 
death in 1988712 


710 Li, Weng Wenhao Nianpu, 362, 376 

711 Xu, Zubai. [1114] “Zhongsheng Quanquan Aiguoxin — Qian Changzhao de Rensheng zhi Lu” 
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4.2 State Monopoly Capitalism in Japan and Korea 


4.2.1 Nishihara’s Domestic Legacy 


Nishihara’s State Socialism would have entailed a total revamp of the socio- 
economic and political order of Japan. Assuming Terauchi’s support for it, one might 
be able to say that this State Socialist order could have become the new incarnation, 
even apex, of a power structure led by the Genro, [T#] a term that denotes the 
Meiji ‘elder statesmen’. The Meiji-Taisho Japanese state would have become, like the 
ill-fated Lafayette dictatorship and the French Second Empire under Napoleon III, a 
developmental-authoritarian government that would have delivered liberty, in 
material form, to its citizens, as well as enjoying reasonable success in peripheral 
rebellion - together with China, rather than at the cost of the latter. On a lesser level, 
Nishihara’s State Socialism should be viewed within the context of the social 


reformist policies enacted by Goto Shinpei as Interior Minister. 


Yet the resolution of capital-labour tensions which struck Japan hard after 1917, 


was left to Tokonami Takejiro, [XK Xx77T Ep] Interior Minister in the Hara cabinet. In 


oH 


December 1918, Tokonamiset up a labour-capital “Coordination Association”, [fii 


@] with its Chairman being Kuwata Kumazo, [MHE] a prominent member of the 


Social Policy School; indeed the ASSP had by then “in effect become a government 
organ” with its members being frequently consulted by various ministries on social 


issues.713 In 1920 Tokonami reformed the Relief Section ofthe Interior Ministry 


into the Social Bureau. [*t@ Jay] It was then tasked with unemployment relief, 


veterans’ care, and children’s rights.7!4 In December 1918, Tokonami sent out a 


circular to encourage localities to set up government-established markets, [pisma] 
the aim of which was to put a hold on the inflating prices of daily commodities; the 
effect was said to have been “extraordinary”.”!5 The daily commodities sold included 
anything from vegetables, fish, eggs, dried meat and rice, miso, soy sauce, sugar and 
even charcoal. Sellers at the market would have to have their credentials and 
credibility reviewed, and the market employed “inspectors with discerning a bilities” 
to monitor the quality and prices of goods and transaction behaviour. To restrain 


prices, the sellers were forbidden from forming cartels.”71° Tokonami's policy is a 


713 Kinzley, Industrial Harmony, 34. 
714 Maeda, Tokonami, 519. 
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greatly scaled-back version of Nishihara’s ‘town-centre department store’ idea, 
where all commodities would have been supplied by a single state-supervised 
corporation; but it is nonetheless an important step forward in government 


intervention in market activity. 


Nishihara - or should we say, Rathenau - left two important legacies for 


Japan. The first was the Bill on the Mobilisation of War Materiel Industries, [#73 


34 & 3&2] which became law on 26t March 1918, after much debate in and 


aS 


amendment by parliament, which included a clause on the protection of labour 
rights under conditions of wartime mobilisation - hence producing a parallel with 
the German situation where State Socialist mobilisation forced an accommodation 


of labour demands.’!” Two origins exist for this Bill - the first and most frequently 


quoted was Koiso Kuniaki’s [/]\## #4] memorandum “Defence Resources of the 


Empire” [FAAA] which was written after Koiso came into possession ofa book 


which explained wartime German practices - i.e. Rathenau's methods. The resultant 
pamphlet by Koiso was thus totally dedicated to wartime mobilisation, and it 
imagined not only that much ofthe materiel was to be extracted from China - though 
without explaining how China could be broughtinto cooperation with Japan - but 
that, for the mobilisation of these continental resources, a tunnel would need to be 


built under the Tsushima Straits between Japan and Korea.718 


The Second origin, as identified by Koketsu Atsushi,”!9 [äs] was Nishihara’s 


Private Memorandum on Wartime Economic Mobilisation [#275 i} Bat SB he] 


dated December 1917, in which many of the basic ideas later expounded in Strategy 


for Economic State-Building were first raised; Nishihara proposed in essence a 


Ministry of Military Procurement [#734] which would coordinate production and 


consumption through “economic self-governing entities”. [2Q74) 83498] The shape 


of the Mobilisation Bill was however very different from Nishihara’s original 
proposals, and Nishihara’s suggestions in the October 1918 Strategy for the central 
coordination of production cooperatives could be seen as the revival, within the 


context ofa peacetime, civilian economy, ofideas first proposed for wartime military 


717 Bo’eicho Bo’ei Kenshtjo Zenshishitsu (War History Section, Ministry of Defense Research 
Institute on Defense). [iT Vio HEATaK E | Rikugun Gunjt Doin (1) Keigaku Hen (Army War 
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Ett] 1967. 57. 
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mobilisation. Nishihara justified such an advocacy, not so much from the point of 
view of economic mobilisation, especially against China, but that, only the exertion 
of state coordination could simultaneously promote domestically better living 
standards and guarantee a coherent and effective diplomatic line that makes Japan 
competitive whilst minimising international conflict. Nishihara’s civilian-take on 
Rathenau’s methods as opposed to Koiso Kuniaki’s strictly military interpretation 
thus deserves credit for proposing what would in effect be a planned economic 


system for peacetime, civilian purposes. 


The second of Rathenau’s legacies was where in early 1920, Goto Shinpei 


submitted to Hara Takashia memorandumentitled “Proposition to Establish a Large 


Heis i] where he spoke of the end of the war as 


2H 


Investigation Institute” [Aq 


an opportunity to “seek national economic development, progress and coordination 
in industry, andthe conciliation of social classes”, and that this would also contribute 
to “Japan’s victory in a new kind of international warfare.” 72° Such an investigation 
institute, the genealogy of which has been traced back to Nishihara’s ideas by 
Koketsu Atsushi,721 would probably have taken as its prototype the “Mantetsu 


Chosabu”, Dat AÆ%] or Research Division of the South Manchuria Railway, set up 


by Goto Shinpei in the 1900s as an economic intelligence -gathering institution. Yet, 
influence from the KRA under Rathenau, particularly in terms of its spider web-like 
construction centred on an intelligence-processing headquarters, is more than 
implicit in Goto’s plans. “Rathenau hoped that his department would survive in 
peacetime as a state planning authority - an ‘Economic General Staff’ he called it.’722 


Goto Shinpei called his investigation institute just that - “Economic General Staff”.723 


The proposition was notreceived with great enthusiasm by Hara Takashi, who 
made a counter-offer of setting up a “Provisional Industrial Policy Research 
Committee” with a budget of 10 million yen, rather than the 20-30 million yen Goto 
asked for; but even this idea didn’t deviate too much from the Rathenau paradigm. 
Goto rejected Hara’s counter-offer, believing that Hara paid only lip-service to the 
idea; he also disliked the bureaucratic make-up of such a committee, and strove, just 
like Rathenau, to have a non-bureaucratic structure - ie. one staffed by leading 


capitalists - in his institute particularly when it came to drawing up policies for 


720 Kitaoka, Goto Shinpei, 189. 
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various industrial sectors. The Ministry of Commerce and Industry, which Goto had 
proposed and hoped to head, was not set up until much later, in 1925, but until the 
Second World War, when the Control Associations for industrial sectors were set up, 


the MCI never enjoyed the extent of power envisaged by Nishihara and Goto. 


According to Suetake Yoshiya, Tanaka Gi’ichi’s [H } 3 —] manifesto as 


Seiyukai President in December 1925 employed rhetoric similar to Nishihara’s, who 
was at the time helping Tanaka’s election campaign.’24 Yet Nishihara would later 
distance himself from Tanaka over the latter’s aggressive China policy. Although 
Tanaka gave up on the ideology early on, Nishihara would continue to advocate State 
Socialism into the 1920s and 1930s, by which time it would have diverged from its 
roots in the Social Policy School and acquired more and more of the characteristics 


of aright-wing ideology, blending into National Socialism and involving personages 


such as Ōkawa Shimei. [X]!|/44] The distinction between State Socialism and 


National Socialism was never clear in the Japanese context, with both State and 
Nation being referred to as kokka; [432] but what their advocates consistently 
denied was the validity of class-based analysis. Taking into consideration how, at 
the hands of Lenin, Rathenau’s State Socialism transitioned into being War 
Communism by the simple superimposition of proletarian political power, it is 
possible to explain “National Socialism” as a reaction to Leninism, whereby the 
proletarian class properties of the state were discarded in favour of ethnically- 
defined properties; in other words, rather than having the proletarian class in 
control of the state in “State Socialism”, the state would represent a community 


defined by (pseudo-) biological affinities. 


Takabatake Motoyuki, [Sj &# 2] a prominent National Socialist theoretician of 


the 1920s, argued that rather than attempting to overcome the repressive state by 


means of a proletarian revolution, the Nation could only be truly complete [ERR] 


upon the abolition of the exploitation of labour by means of implementing National 
Socialist policy.725 Hayashi Kimio, [RRK] who wrote extensively on the ideology 


in the 1930s, argued that National Socialism is the use of Socialist means by the State 


724 Suetake, Taishoki, 398-399. 

725 Hirano Hikizo, [EJZ] “Petition”, | EH] in Fuke, Takahiro. [#§3{524] Senkanki Nihon no 
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for the State - i.e. a Socialism that places its emphasis on Statism.72° Little has 
changed since Wagner’s formulation of the state as the focal point of all action. As 
Suetake has argued, Nishihara’s State Socialism was less about the overthrowing of 
capitalism, and more on its rationalisation and maximalisation’2” - or in Nishihara’s 
terms, the full-utilisation of the economic potential of manpower, materials and 
institutions; this is despite certain of Nishihara’s suggestions being an inevitable 


hindrance to the normal functioning of market mechanisms. 


In any case, the value of Nishihara’s State Socialism lies in three aspects - that 
firstly, it was an inner-establishmentarian movement with the participation of 
Prime Minister Terauchi for the reform of the state’s institutions, and this, given the 
Genro-based nature of Terauchi’s power vis-a-vis the power of the populist parties 
notably being the Seiyukai, meant that by extension, Nishihara’s reforms would have 
created a new apex for the Genro power establishment. Secondly, Nishihara’s State 


Socialist manifesto was conceived in stages from December 1917 to October 1918, 


which meant that it was at least a full year ahead of Kita Ikki’s [14E—j##] much more 


influential State Socialist manifesto, Outline ofa Bill for the Reorganisation of Japan, 


[HF SEA] which came out in mid-1919. The contents of Nishihara’s State 


Socialism, being aimed at an establishmentarian elite audience rather than members 


of the fringes of social activism, were much more realistic and practical. 


Thirdly, many of Nishihara’s ideas had much in common with those of Hara 
Takashi, particularly on the postponement of the Broad Gauge Conversion project 
and the abolition of the gun. This could mean a number of things - that Hara Takashi 
and Nishihara had similar political priorities which lie in the improvement of living 
conditions for the ordinary masses, only that Hara saw this as an electoral strategy 
whilst for Nishihara, a paternalistic social reformism; and by extension, if these 
ideas of Nishihara had indeed received supportfrom Terauchi or Goto Shinpei, what 
would be implied was a Genro-led strategy of pre-empting electoral support for the 
populist Seiyukai by taking social policy into its own hands. In any case, Nishihara’s 
suggestion of the strengthening of the production cooperatives, many of which were 
run by Yamagata Aritomo’s local supporters, ran contrary to Hara’s objective of 


abolishing the gun in order to weaken Yamagata’s allies. 


726 “ BYR tL ESE E AZAA ke OBR LOTSA E CAD BERTHS OCHS’ k AL AE 
CLE EC HER CH NN EF ©” (Ibid, 443.) 
727 Suetake, Taishoki, 403. Note 10. 
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Recommendations similar to those made by Nishihara would come to be taken 
more seriously after the post-war economic depression beginning in 1920. In 1925 
the Exporters Association Law and the Major Export Industries Association Law 


were passed, the latter attempting “to end cutthroat competition” by establishing 


industrial unions [7344 4] which were “genuine cartels”.728 This is whilst the 


i= Sa 


Japanese Cooperatives, numbering 13,700 in 1921,729 were spared the fate of their 
failed Irish counterparts. Unlike the Irish Movement, which “never developed either 
Centrals or the auditing federations to which nearly every German agricultural 
credit cooperative belonged”,’2° the Japanese movement had had since 1909 a 
central coordinating institution, though its links with the government were never 
developed to the extent envisaged by Nishihara. Japanese Cooperatives never 
became the basic economic and political institution of the Japanese state, as the 
People’s Communes did in China, and remained a social movement.7?! Still, had 
Nishihara’s vision been fully implemented, there is little to suggest that the Japanese 
Cooperative Movement could have achieved the auditing standards which enabled 
success in Germany, or that the Japanese cooperative members would be as willing 
as their German counterparts to force the repayment of loans, or carry out 
sanctioning on non-paying members indebted to the cooperative. 73 Finally, there’s 
no guarantee that the Cooperative Movement wouldn't be viewed with suspicion by 
the authorities or the military as a hotbed of socialist mobilisation, as in Ireland 
where the “Church hierarchy’s suspicion of the cooperative movement may have 
denied Ireland’s cooperatives some of the leadership that had played an important 


role in Germany.”733 


728 Johnson, MITI, 98. 

729 Pyle, “Followership”, 158. 

730 T. W. Guinnane, “A Failed Institutional Transplant : Raiffeisen’s Credit Cooperatives in Ireland, 
1894-1914.” Discussion Paper #165, Research Program in Development Studies, Centre of 
Internatioonal Studies, Woodrow Wilson School. Princeton : Princeton University, 1992. 17. 

731 This was probably because, as in Ireland, the Japanese Cooperatives “were not formed until a 
time when Ireland’s extremely well-developed institutions for rural savers had left no place for an 
untried, unknown savings organisation. [...] The Post Office Savings Bank accounts paid 2.5% 
interest on a risk-free deposit; [...] and cooperatives could not be any more convenient than the 
Post Office.” (Ibid., 21, 13.) 

732 As in Ireland, “it is difficult in a country with no business tradition, and where the natural 
kindliness of the people renders them easy-going with regard to mutual obligation, to make them 
realise the necessity of adhering resolutely to the rules”. This is especially difficult if the money 
had come, not from members’ contributions, but from governmental sources. In Ireland, “joint- 
stock banks were happy to provide loans to [...] Irish cooperatives; the lack of a Central was not 
serious. [...| so long as Irish credit cooperatives were largely conduits for the bundling of 
government and later bank loans, which they most decidedly were, borrowers would not view the 
money they invested as truly belonging to their community”. Nishihara had envisaged that the 
Imperial Bank for the Encouragement of Industry would provide finance to the cooperatives. (Ibid, 
16, 19.) 

733 Tbid., 16. 
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In the event, the prerequisite of the Cooperative Movementas Nishihara saw it 
- land reform - was not carried out until 1946. After Japan was defeated and taken 
over by the Allied forces, the Ministry of Agriculture “prepared a bill which was 
approved by the Cabinet on November 22, 1945 [...] As originally drafted, this Bill 
was intended to deprive landlords of holdings in excess of three cho, to rely on 
agricultural associations in buying some of the land from landlords, and to 
encourage direct negotiations between tenants and landlords in other cases.” 734 The 
provisions of this land reform law would been more lax than Nishihara’s terms.735 
Yet, unlike Nishihara who envisaged a huge financial undertaking to be necessary 
for the land reform, involving 2.6 billion-yen worth of land bonds to be paid over 26 
years, the land reform in 1946 was done at a stroke at a relatively cheap price. 
“According to the October 1946 Law, landlord’s holdings are to be bought by the 
governmentat prices so low as to be almost confiscatory. [...] Invoking powers given 
it under the General Mobilisation Law, the government on September 19, 1939, had 
frozen the prices of various commodities, including land”.736 Cooperatives have 
since become an important aspect of post-war Japanese agricultural life, though they 


never reached the official status or dominating existence envisaged by Nishihara. 


4.2.2 Nishihara, Ugaki and Rathenau in Asian Economic Planning 


During the mid-1920s Nishihara ran a “National Policy Research Society” [HRA 


] whose members included Yamamoto Jotaro, [LI[A24XEf] who was to become 
President of the South Manchuria Railway in 1926-1928, where he oversaw 


important reforms. In 1927 Yamamoto published a pamphlet entitled On National 


Economic Policy [RAAR T] where he repeatedly stressed the necessity of 


pel 


having a “Strategy for Economic State-Building”, [KEJ] though without making 


any reference to Nishihara’s works. The advocacies in On National Economic Policy 
bear a number of similarities to Nishihara’s Strategy, including hydro-electricity 
construction, the expansion of credit by the Bank of Japan, the establishment of 
Central Markets, controlling inflation, the promotion of consumers’ and producers’ 


cooperatives which would deal with each other directly to avoid profiteering by 


734 Grad, Andrew J. “Land Reform in Japan”. In Pacific Affairs, vol. 21, no.2, 1948 (6), 119. 

735 “When the Bill was introduced in the Diet, the members of the Progressive and Liberal parties 
not only endorsed the higher limitation on landlords’ holdings to five instead of three cho; in 
addition, they sought to insert a clause permitting the retention of more than five cho in 
‘exceptional cases” but it still “required absentee landowners to sell their land; [...] A landlord 
was not to be considered as absentee if he livedin a neighbouring village.” (Ibid., 119, 121.) 

736 Ibid., 123. 
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merchants, and so on. Otherwise, Yamamoto’s pamphlet modernised Nishihara’s 
industrialism for the 1920s, and now mentions policy targets such as automobile 
manufacturing, but avoids totally the issue of China Policy.73” Japan was hard-hit by 


the 1929 Great Depression, and Yamamoto, now head of the Seiyukai’s “Political 


Affairs Investigation Committee”, [Kj jA] (Tokonami Takejirð was a member) 


a 


published in August 1930 a book entitled Advocating a National Economic Policy [&& 


HAROEN] which hinted at the possibility of introducing Soviet-styled economic 


planning to Japan, writing that the way by which the Soviet Union mobilised 48% of 
its national income for developmental purposes, to double its national income from 
24 to 49 billion roubles, would also serve Japan well. 738 The book received 


widespread acclaim from political heavyweights including Inukai Tsuyoshi.739 


The publication ofthis bookwas meant to coincide with the setting up in June 


1930 of the Seiyukai’s “Special Committee on a New National Economic Policy”, [¥f 


APE BY SE HE TLIC BAS ZFS @] chaired by none other than Shoda Kazue, Finance 


Minister during the Nishihara Loans. The committee announced on 19* July, 1930 
that State Socialism was one of the options being considered.’*° The success of the 
first Soviet Five Year Plan was getting much positive publicity in Japan.’*1 By July 


1931 the Seiyukai “Political Affairs Investigation Committee” under Yamamoto was 


confident enough to announce an “Industrial Five Year Plan” PEA. 7 4£-3tigj] with 


its aim being the termination of the MinseitO’s [RKM] financial austerity policy,’42 


import-substitution and the expansion of exports. [ij A BAEK ` apts E4 


737 Yamamoto, Jotaro. “Keizai Kokusaku ni Tsuite.” (On National Economic Policy) [KE Bd 8 (c wt 
43 T] In Yamamoto Jétar6 Ronsaku. (Strategic Opinions by Yamamoto Jotar6) [LLIAZe AEB ieee] Vol. 
1. Tokyo : Yamamoto Jotaro Denki Hensankai, (Editorial Committee of Yamamoto Jotard’s 
Biography) [LUA Abb Saati @] 1939, 49-89. 

738 Yamamoto; Jōtarō. “Keizai Kokusaku no Teishō”. (Advocating a National Economic Policy) [4% 
WARO] In Yamamoto Jétard Ronsaku. (Strategic Opinions by Yamamoto Jōtarö) [LUAAAKES 
ate] Vol. 1. Tokyo : Yamamoto J6taro Denki Hensankai, (Editorial Committee of Yamamoto 
Jōtarð’s Biography) [FRKE SS (ac ae |] 1939, 452-453. 

739 Advertisement for Keizai Kokusaku no Teisho. Yomiuri Shimbun, 1930-08-25. 

740 “State Socialism also under consideration”. [EIRt¢t2 Es b 4/8] The Yomiuri Shimbun, 1930- 
07-19. 

741 Tezuka, Ytda. [2K] Kingendai Nihon ni Okeru Seitō Shiji Kihan no Keisei to Henyo — Kensei 
Jodo’ kara ‘Gojtigonen Taisei’ e, (The Formation of and Changes to the Support Base of Modem 
Japanese Political Parties - From ‘The Normal Constitutional Path’ to the ‘1955 System’) [3TH 
AIC BU ZR ERO MK LRA OBE DS A+ EAE \] Tokyo : Minerva, 2017. 40. 
742 "Breaking up the Austerity Policy and Establishing a New National Economic Policy — News 
from the Seiyukai”. [ZERRA ITEL CT EAER OE-A SHORE]. Asahi Shimbun, 1930- 
06-30 

743 “The Seiyukai’s Policies”. [KAA OMAR] HOchi Shimbun, 1932-01-29. 
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The policy was featured on the Seiyukai’s January 1932 election manifesto, 


with Inukai leading the party to landslide victory. Takahashi Korekiyo [S434] was 


appointed Finance Minister. Yamamoto described the contents ofhis “Five Year Plan” 
in a series of speeches and pamphlets dated April 1931 to February 1932.The aim 
was to increase production capacity by 2.5 billion yen in ten years’ time, requiring 1 
billion yen of investment in production within the next five years and producinga 


2.4 billion yen hike in consumption.7** It required reviving the 500 million yen 


budget for public works terminated by Hamaguchi Yuko’s pA O fe =2] Minseito 


cabinet, and the addition of another 120 million yen to make up a total budget ofa 
little more than 600 million yen for the Plan. The aim for many sectors was to meet 
anything ranging from 50-100% of domestic consumption with domestically 
produced goods. Investment was to be heavily inclined towards heavy industry, 
beginning with steel making - with the aim being to fulfill all consumption by home 
produced steel - plus fertiliser production and other heavy chemical industries; a 
180 million yen investment would yield a 400 million yen increase in production. 
This is whilst agricultural projects, such as increasing grain production to fulfill 90% 


of domestic consumption,’4> would receive 175 million. Yamamoto also defended 


his notion of the “Economisation of National Defence” [HAZME] as being nota 


simple military reduction, but a policy that was aimed at institutional preparation 
during peacetime for the total mobilisation of men, skills, training, equipment and 


materials in a future war, whilst maintaining in peacetime only a skeletal army.7*° 


In full Listian fashion, as part ofthe programme,an increase in customs tariffs 
was planned. The panel to discuss and implement this policy included none other 


than Kishi Nobusuke, [¥fġf] 747 at the time head of the Civil Works Division at the 


Ministry of Commerce and Industry. [HILKER] The agricultural sector 


enthusiastically received the Plan, and in the spirit of agricultural corporatism, the 


leadership of the Imperial Agricultural Association [FA] expected to dedicate 


themselves to overseeing the implementation of the Plan.”48 However, with the 
invasion of Manchuria underway since 18t September, 1931 and the outbreak of 


the Battle of Shanghai on 28t January, 1932, Takahashi grew reluctant to allocate 


744 Yamamoto, Ronsaku, 572. 

745 Ibid., 569-570, 769. 

746 Yamamoto, Ronsaku, 104-105. 
747 Tezuka, Seitō, 39. 

748 Ibid., 39. 
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the funds needed by the plan other than in piecemeal fashion and in insignificant 
amounts compared to what were initially promised. And then, on 15th May, 1932, 
Inukai was assassinated by rightwing naval officers due to his refusal to endorse the 
annexation of Manchuria. Immediately before his death Inukai had been planning to 


establish a “National Policy Council” [HRR S] chaired by Yamamoto to see to the 


“i 


implementation of the Five Year Plan; the assassination put paid to the idea. The 
“Economisation of National Defence”, and the “Five Year Plan” slogan lost steam 
soon afterwards, drowned by popular calls for immediate financial relief to the 
countryside. What was instead put in place was a Three-Year Public Works Plan, 
later revised to being a Two Year Plan to speed up progress. Although it was no 
longer a “Five Year Plan”, Takahashi ended up spending much more than the 600 


million yen originally stipulated, only that no specific production figures were set.’49 


Yamamoto was the last on a line of politicians stretching back to Nishihara 
who advocated a Controlled Economy chiefly on the grounds of socio-economic 
rather than military necessity. Despite this, Yamamoto’s ideas explicitly paved the 
way for the establishment of a total war mobilizational system. It is all the more 
ironic given that the programme was begun by a civilian government, and at that, 
the last party cabinet before 1945. Under Takahashi, the military budget increased 
from 28% in 1930 to 43% in 1935, and the combined deficit of the years 1932-1936 
was 1.9 billion yen7°° The idea of a “Five Year Plan” was not to be revived until 1936, 
the year Yamamoto passed away, when Kishi Nobusuke, now Deputy Minister of 
Industry in Manchukuo, implemented the first of its Industrial Development Five 
Year Plans. These events do not show per se that Nishihara inspired 1930s attempts 
at installing a planned economy in Japan or Manchukuo, but it does show how 
Takahashi’s financial expansionist policies, which gained him the name “Keynes 
before Keynes”,751 had much to do with efforts at setting up a Soviet-inspired 
planned economy in Japan. It also shows that such policies from the 1930s were 
situated on a continuum that went through Nishihara’s 1918 manifesto, and beyond 


it, to Rathenau, Katsura, the ASSP, and the Meiji statists. 


749 Ibid., 45. 

750 Johnson, MITI, 119. 

751 Interestingly enough, John Maynard Keynes’ advocacies were not unknown in Japan before 
the publication and translation of his General Theory. In late January 1931 the Seiyukai MP Ota 
Masataka [A H1E#] attacked the Minseitocabinet’s austerity policy quoting Keynes’ 14th January, 
1931 radio speech on the BBC, The Problem of Unemployment or Saving and Spending, where he 
argued that “the effect of savingis merelyto [...] increase the number of the unemployed.” (Tezuka, 
Seitd, 30, quoting House of Commons Minutes [mae itBe Ss AcE] no.31, 21st March, 1931.) 
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Nishihara could be said to have left a legacy in Korea by kick-starting the 


creation of a colonial corporatist state. His involvement in the State Socialist 


movement of the 1920s brought him into the circle of Ugaki Kazushige, [ta — p8] 


whom Nishihara served as he did for Terauchi Masatake. In 1927, and again in 1931, 
Ugaki was appointed Governor of Korea, and Nishihara Kamezo became his advisor. 
In 1930 Nishihara wrote a pamphlet on the state of the Korean peasantry, where he 
argued that priority of Korean policy was to be found in raising the income of 
peasants and in the equalisation of their living standards with peasants in Japan; the 
debate on the expansion of Korean political autonomy was therefore mistaken. For 
Nishihara, local financial cooperatives should play an important part in improving 
the rural economy.752 In 1932 the Ugaki government in Korea started a “Rural 
Revitalisation Campaign” which set up and mobilised Councils for Rural 
Revitalisation “in every province, county and district to execute cam paign programs 
at the local level, often by integrating already existing official and semi-official 
village organisations [and] aimed to improve consistency in guidance of rural 
regeneration”.753 This is whilst financial cooperatives, which had 685 branches 
covering a million members in 1933, helped matters such as resolving debt, and 
“extended a total of 52 million won to members as low-interest loans to obviate 


usury, benefitting almost a half-million peasant households. 


Financial co-ops were also mobilized in the campaign to create owner- 
cultivators; they often purchased large tracts of land to distribute among several 


landless tenants and semi-tenants in exchange for long-term low-interest 


payments.”754 In addition to this was the siksan‘gye [%4#@] which “often functioned 


as peasant co-ops for purchasing and marketing and became the main village -level 
organisation”.’°5 The movement's main objective was to have each county select 
villages for rehabilitation, “each with 30 to 40 households.A survey was taken ofthe 
rural economy of all households in each selected village, and a detailed plan was 
devised to meet the main goals of economic rehabilitation. The survey was 
comprehensive, including information on demographics (age, education level, etc., 


ofeach member of every household); the extent of debt, savings, and food shortages; 


752 Nishihara, “Chosen Jichiken”, 26-29. 

753 Shin, Gi-Wook and Han Do Hyun, “Colonial Corporatism : The Rural Revitalisation Campaign, 
1932-1940”. In Colonial Modernity in Korea, Gi-WookShin and Michael Robinson, eds. Cambridge 
(Massachusetts) and London : Harvard University Asia Centre, 1999. 86. 

754 Ibid., 86. 

755 Ibid., 86. 
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land productivity; crop production; fertiliser use; cash income; and expenses. Based 
on this survey, rehabilitation households were selected and given individualised 
five-year economic rehabilitation plans.”756 Shin & Han concludes that the Saemaul 


(New Village) Movement [#39] of 1971, initiated by Park Chung Hee, [*i7E&E] 


T 


was similar to Ugaki’s movement, and that given the colonial-era reforms, “it seems 
no historical coincidence that similar corporatist state-society relations emerged in 


both North and South Korea after 1945.”757 It has also been argued that - 


“continuities between the late colonial and postliberation periods in terms 
of industrialisation were far stronger for North Korea than South Korea, 
particularly in the degree of state intervention in market mechanisms. The 
North Korean state, in short, followed the pattern established by the 
colonial regime of the 1930s and especially the wartime period much more 


closely than its southern counterpart.’758 


This view has been confirmed in a remarkable paper by Kimura Mitsuhiko, who 
argued that the post-liberation North Korean state had actually revived many of the 
colonial-era agricultural and industrial policies, which were in turn influenced by 
the Soviet and Marxist-inspired economic policies adopted in Manchukuo during the 


1930s-40s. “In introducing Soviet ideas on economic planning, the research division 


of the South Manchuria Railway (Mantetsu Chosabu) [asta 728] played a leading 
role. This organisation was staffed by many pro-marxists who were familiar with 
Soviet literature. [...] A group of bureaucrats based mainly in the planning agency, 


often called kakushin kanryo, [Ær € (] the reformist bureaucrats, also studied 


methods of Soviet planning, as well as those of the Nazis.” Thus the Manchurian 
“Five-year plans for developing strategic industries” and the “Plan for mobilization 
of products” were “modelled upon the material balances in Soviet planning while 
the planning agency and the Ministry of Military Procurement performed the same 


role as the Soviet Gosplan.”759 Moreover, Manchukuo had achieved by 1941 total 


756 Ibid., 84. 

757 Ibid., 96. 

758 Hwang, Kyung Moon. Rationalizing Korea -The Rise ofthe Modern State, 1900-1945. Oakland: 
University of California Press, 2016. 300, note 6, in reference to Gim Nang-nyeon, “Singminji 
Joseon gyeongjen ui jedojeok yusan”, Working Paper 2010-2, Naksungdae Institute of Economic 
Research Working Paper Series (2010). 

759 Kimura, Mitsuhiko. “From Fascism to Communism : Continuity and Development of 
Collectivist Economic Policy in North Korea”. In The Economic History Review, New Series, vol. 
52, no. 1, 1999 (5). 81. 
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agricultural collectivisation, first begun as an experiment by leftwing Mantetsu 


Chosabu members in the Harbin region in 1937 and later made national policy.’©° 


At the same time in Japan, the National Mobilisation Law [AZ] was 


promulgated in May 1938; Tsurumi Masayoshi sees this as the final realisation of 
the State Socialist military mobilizational vision of the Terauchi-Shoda-Nishihara 
trio.761 A Cabinet Planning Board [tb] was established in 1937 under Konoe 
Fumimaro, [F xÆ] and provided refuge and employment to many left-wing 
personnel who drew inspiration from Soviet and Nazi German economic practices. 


Such leftist thinking culminated in the December 1940 “General Plan for the 


Establishment ofthe New Economic Structure” [#27583 fil HE 122 4] which proposed 


the “semi-nationalisation” of private enterprises and the setting up of “economic 


bodies” [2375]#8] for major industries that would carry out and inform government 


industrial policy - basically a repeat of Rathenau’s model. The document, which was 
“infused with a sense of outrage that the capitalists were still making a profit while 


one war was going on and a bigger one was clearly coming”,’® was bitterly resisted 


by right-wing politicians represented by Hiranuma Ki’ichiro [+38 $ B] and 


businessmen such as Kobayashi Ichizo [/}\ff— =] who called it a work of “red 


thinking”. [7(E 40 REY] The result was several brutal purges and arrests of left- 


wing elements from 1939 onwards in both the Mantetsu Chosabu and the Cabinet 
Planning Board, which was disbanded on 315 October, 1943. This did not prevent, 
however, the nationalisation of the Bank of Japan in 1942. By February 1945, it was 
ironically enough none other than Konoe who tried to persuade the Emperor to 
surrender to the Americans as soon as possible, since a Communist plot possibly 
existed at the highest ranks of the Japanese state. In the petition he wrote of 
“reformist movements” in the military elite, “a movement of ‘new bureaucrats’ that 
have jumped on the military bandwagon,” and “leftist elements that secretly attempt 
to pull the strings from behind the scenes.”763 Jeremy Yellen describes how during 
the war “The state extended control over industry through the promotion of 


mergers between massive corporations like Mitsui, Daiichi, Mitsubishi, and 


760 Xie Xueshi, [f#3234] Ping Mantie Diaochabu. (On the Mantetsu Chésabu) [Few AE] Beijing: 
People’s Press, 2015, 476. 

761 Tsurumi, “Nihon Kinyu”, 165. 

762 Johnson, MITI, 150-151. 

763 Gaimusho, [SHE] Shutsen shiroku, [448%] (Tokyo : Shinbun Gekkansha, 1952), 197. 
Quoted in Jeremy A. Yellen, “The Spectre of Revolution : Reconsidering Japan’s Decision to 
Surrender.” In The International History Review, 35 (1), 212. 
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Daihyaku”, and that, even though such control was never complete, “by 1943 -4, it 


was plausible to see the acceleration of Tojo [Hideki]’s [FR (432%) plans for economic 


centralization and rationalization as the capstone of an effort to subvert the 


economic structure of the state from within.” 764 


Japan’s post-war recovery was to be heavily influenced by State Socialism, 
beginning with alate-1945 reportwritten by agroup of left-leaning economists with 
links to the bureaucracy. This Basic Problems in the Reconstruction of the Japanese 
Economy projected “a portrait of a mixed economy founded on heavy industry that 
at the same time provided new guarantees for public welfare.”76 Zen Keinosuke, 
head of the Economic Stabilization Board (which employed many former members 
of the Research Division of the South Manchuria Railway’) declared in a speech 
before the Diet in 1947 that “The failure of wartime controlled economy was that it 
was not based on science.” 767 More science, and more planning, was to be the 
remedy for Japan according to these economists, who combined “prewar Marxist 
critiques with postwar modes of macroeconomic understanding [and] mobilized 


long-standing fears of ‘backwardness’ to argue for a growthist vision of national 


reformation”.’® In 1947 the Socialist Party cabinet under Katayama Tetsu [H Lug] 


announced the creation of Public Groups, or Kõdan [/\] to coordinate production 


and distribution in sectors ranging from coal, petroleum, minerals, raw materials, 
textiles, food, shipping, industrial reinvigoration, and even one on the regulation of 


prices.”©? The American occupiers became wary of the tendency coming “too close 


yy 


to ‘Soviet-style democracy’ and ‘risked the danger of a return to an absolutiststate’”, 
noting that only a fine line existed “between Soviet-style statism and New Deal- 
inspired interventionist policies”.”7° After the announcement of financial austerity 
in the form of the 1949 “Dodge Line”, the Economic Stabilisation Board and the 


Public Groups were dismantled. 


764 Ibid., 212. 

765 O’Bryan, Growth Idea, 24. 

766 Kobayashi, Hideo. [/)\#42¢] Manshii to Jiminto. (Manchuria and the Liberal Democratic Party) 
[ti & ÁE] Tokyo : Shinchosha, [Xt] 2005, 91-116. 

767 O’Bryan, Growth Idea, 39. Note 83. 

768 Ibid., 6. 

769 Uozumi, Hirohisa. [AELA] “KOokigyd to Kanrydsei (8) : Senjiki, Sengo Fukkoki no Ejidan, 
Kodan, Kosha.” (Public Enterprises and the Bureaucracy (8) : Government Authorities, Public 
Groups and Public Corporations during Wartime and the Postwar Recovery Period) [7734 + Eff 
fill (8) : MISH - Hie (Se GHAD EA] - ZA] e Zt] In Hokkaido Daigaku Hogaku Ronshi. [JLK ii 
#2], 57(3), 126. 
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From the 1950s onwards, Japanese economists such as Ouchi Tsutomu [APN], 
following in the footsteps of the East German economist Kurt Zieschang, noted that 
Japan as well as other capitalist states have entered a phase of State Monopoly 
Capitalism - which rings true at least in terms of the subjective intentions of its 
economic bureaucracy. As Tessa Morris-Suzuki put it, they argued that “this new 
stage was characterised by the concentration of economic power in the hands ofa 
small number of giant corporations [and] by the increased role of the state in 
ensuring the survival of the economic system - through demand management, 
welfare policies, various forms of assistance to industry, and so on.”771 Ouchi argued 
that the developmentof State Monopoly Capitalism in Japan had started in the 1930s, 
but it was the American occupiers whom, “by importing the spirit of the New Deal 


[...] had been unwitting agents in the restructuring and strengthening of Japanese 


state monopoly capitalism.” [03244-4542 + 33] Incidentally the New Deal itself had 
much to do with the residual influence of mobilizational planning during the First 
World War. 772 The state came to take the lead with Ikeda Hayato’s Income Doubling 
Plan, which was passed in December 1960,and “projected average eco nomic growth 
rates of over 7 percent every year for the next ten years and committed the 


government to promoting that outcome.”’73 As Kozo Yamamura describes - 


“As declared in the policy of The Ministry of International Trade and Industry 
(M.LT.I.) in 1957: No doubt, the key for the growth of our economy is in the 
promotion of our exports. It then goes without saying that not only must the 
structure, which is conducive to excessive competition, be eliminated, but also 
the basic policy to promote exports lies in our concentrated efforts to cultivate 
our industry's ability to compete in international markets. In order to 
rationalize and to enlarge the scale of production, cooperation among firms is 


necessary, and this must be positively encouraged.” 774 


771 Morris-Suzuki, Japanese Economic Thought, 122. 
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Yamamura then describes a MITI practice known as “by-passism” - the by-passing 
of the Anti-Monopoly Act to create “administrative cartels”, which numbered 500 in 
1961 and doubled to over a thousand by 1965. “A series of laws were enacted from 
1959 to 1960, legalizing output restriction, price-fixing, and other intricate intra- 
industry cartels to ‘adjust supply and demand.’ ”775 Morris-Suzuki writes that this 
allows Ouchi “to provide an explanation for the strong threads of similiarity linking 
pre-war and post-war economic structures [also] delineated by Western writers on 
Japan such as Chalmers Johnson.”’7¢ Given Johnson’s description of MITI practices 
such as placing retired bureaucrats in corporate directors’ boards (or amakudari) 
and “Administrative Guidance” - in other words, direct state intervention in 
production and investment decisions - one can conclude that what Johnson referred 
to as the developmental state, or what journalists called “Japan Inc.”, was but 
another name for the State Capitalist Trust as Bukharin described of the Rathenau 
system in 1917. The peak of such attempts by post-war economic bureaucrats to 
revive wartime, State Socialist-inspired industrial rationalisation, came in 1962 


when MITI bureaucrats led by Sahashi Shigeru [(<#4§24] drafted A Bill to Promote 


International Competitive Ability of Specified Industries. As Yamamura explains, "The 
basic thinking ofthe bill is to introduce a mixed economic system ofa unique type 
to meet the Japanese problems [...] More specifically, the bill, if enacted, will actively 
promote concentration of production and mergers, suppressing excessive 


competition.”’77 This was followed by the 1963 Special Measures Law for the 


Promotion of Designated Industries. [15 7E PE 32 Jr HENS 48 BAX] Johnson describes 


how the measures proposed were the same as those - 


“Kishi had discovered during the 1930s - cartels, enforced mergers, pressure 
on medium and smaller enterprises, converting some businesses to other 
lines of activity, something like the old ‘enterprise readjustment’ movement 
but under a different name. Sahashi’s new terms for these old activities were 


ied 


public-private cooperation [È Rad]; consolidation of the industrial order 


[PES (A HE AR]; and structural finance [Wie], meaning government loans 


and tax breaks to encourage measures.” 778 
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The Saint-Simonian tendency in State Socialism to make grandiose, overarching 
industrial plans, as begun by the development programmes of the French Second 
Empire and the 1878 “Plan Freycinet’, and as seen in Nishihara’s proposals and Sun 
Yat-sen’s International Development of China, would be reflected strongly in Tanaka 


Kakuei’s Plan for the Reform of the Japanese Isles. The actual author of this manifesto 


was none other than Konaga Keiichi, [/|\&¢—] a protégé of Sahashi Shigeru’s. “The 
economic democracy envisioned by the Zaibatsu Mission of 1947 no longer exists in 
the industrial markets of Japan”,’””? laments Yamamura in 1966. To demonstrate the 
extent of the State Monopoly Capitalist tendency in the MITI mindset, and somehow 
echoing Lenin’s formula that “state-monopoly capitalism is a complete material 


preparation for socialism”, Yamamura writes - 


“A simple and direct extension of M.I.T.I. arguments is to invoke the question: 
Why not a nationalization of monopolist firms to give them the maximum 
economy of scale and supply them with capital? This question which, in fact, 
is raised by Socialists and Communists, should suggest a definite limit to the 


type of reasoning currently enjoyed by M.LT.I. officials.” 78° 


In South Korea, following the devastation ofthe Korean War and slow recovery after 
1953, mired by corruption and embezzlement of American aid under President Rhee 


Syng-man, [447Ki] the military-led “developmental dictatorship” under the junta led 


by the former Manchukuo Army Academy and Tokyo Military Academy cadet Park 


Chung-hee [f#}iE#8] began with currency reform which set the old and new Korean 


won at 10:1. This was followed by the implementation of a series of Five-Year Plans, 
the first of which was announced in January 1962 by the Economic Planning Board. 
From then on until 1966, a Statist-mobilisational approach was taken whereby 
72.2% of capital came from domestic sources and just 27.8% came from overseas; 
of that, the government’s share was 55.6% and the private sector was responsible 
for 44.4%. Difficulties in mobilising domestic capital were soon encountered, in 
addition to a sharp drop of the foreign exchange earning rate during the first year of 
the plan, from 82.2% in 1962 to 65.1% in 1963; this required a series of 


supplementary measures on financial stabilisation andthe adjustment ofthe annual 
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growth target to 5%, in addition to giving the United States a role in Korean 


development by establishing a Korea-US Joint Economic Cooperation Committee.78! 


Park’s import-substitution plans was however both un-20' Century American, 
and distinctively 19t Century American at the same time, for it harks back to the 
protectionism of Mathew Carey; and just like the principles of a state-run economy 
envisioned by Constantin Pecqueur, Park’s government “adopted the strategy of 
controlling the investment plans of chemical fibre manufacturers based on demand 
forecasts and securing export competitiveness by realizing economies of scale.” 782 
Beginning with textiles and fibres, South Korea moved onto heavy chemical 
industries after 1973, and from then on until 1978 its economy grew at 11% per 
annum with heavy industry accounting for 70% of total investment in 
manufacturing, whilst it became one of the big four debtors in the world behind 
Brazil and Mexico.’83 Per capita output in South Korea finally overtook that of North 
Korea in around 1974-76.’ Park’s government “set financial prices at an artificial 
low’ to subsidise various industries and its financial system has been described as 
“illiberal, undemocratic, and statist [with] Every bank in the nation [...] owned and 
controlled by the state; bankers were bureaucrats and not entrepreneurs; they 
thought in terms of GNP and not profit, and they loaned to those favoured by the 
state.”785 In essence, South Korea’s industrial finance system under Park Chung-hee 
was everything that the Saint-Simonians, from Pecqueur to the Pereires, would have 
wanted; and Park in fact drew inspiration from his memories of “the Manchurian 
model of military-backed forced-paced industrialisation”, 78° a point that Bruce 


Cumings and Nicholas Eberstadt agree on - 


“Throughout the expansion of the 1930s and the Pacific war, the 
implementation of war-mobilizational policies was always more moderate 
in Japan itself than in its possessions and quasi-colonies - a distinction 
attributable to many factors, not the least of these being that the Japanese 


military was freer to promote its vision of ‘development planning’ in 
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settings inhabited by non-Japanese populations. Park Chung-hee was thus 
not only exposed in the classroom and the dormitory to economic 
development. He also witnessed it in practice in Manchuria: first during 
the years in the academy and then later as a lieutenant in the Japanese 
Kwangtung Army. For a variety of readily understandable reasons, neither 
Park nor his South Korean critics chose to dwell on this aspect of his 
personal history. In retrospect, however, there can be little doubt that it 


made a lasting impression.”787 


As we have seen, Stalinist and Nazi influences were both present in the rapid 
industrialisation of Manchuria and wartime Japanese planning. The Greater East 
Asia Co-Prosperity Sphere was planned to be something beyond “a simple, 
exploitative structure. Instead, it would be a planned economy [and] only a planned 
economy could meet the needs of a region as diverse as Asia.” 788 The story thus 
comes to a full circle when one recalls that it was Walther Rathenau’s State Socialism 
that had inspired Soviet (and Nazi) methods of industrialisation. As Don Lavoie 
argues, Stalin’s version of economic planning is “a rigidification and militarisation of 
the economy on the Ludendorff model [...] Stalinism is not, as Leninism is, 
unsuccessful Marxism; it is successful Ludendorffism : a permanent war economy in 
peacetime.”78? The credit should really have gone, not to Erich Ludendorff, but to 
Rathenau, and indeed Ludendorff should be held jointly-accountable for the chaotic 


Hindenburg Programme -the first instance of failure for state economic planning.79° 


On the other hand, the net result of Stalinist economic planning was not only to 
place the country in a permanent state of wartime mobilisation, but to use such 
mobilizational tactics to produce an effective State Capitalist Trust which could 
emerge victorious in both peacetime and wartime international competition - in 
other words, it was the fulfilment of what Yang Tu would have called an “economic 
warfare state”. From Germany, to the Soviet Union, to Japan, the two Koreas and 


Communist China - the last being also under heavy influence from Manchurian 
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experiences andinstitutions - “as longas industrial countries endeavor to plan their 
economies the influence of Rathenau’s ideas will continue to be felt.””9! Given how 
much of the staff of the Mantetsu Chosabu and the Cabinet Planning Board ended up 
working in post-war Japanese government institutions,’9 one could say that what 
had emerged in the offices of the KRA in Berlin, in terms of the mode of organisation 
of State Socialism (or State Capitalism) - which Suetake defines as the planned and 
coordinated maximalisation of the economic potential of manpower, materials and 
institutions in a capitalist framework, was already dominant in Asia by 1941, and 
emerged totally triumphant by 1950. The revolution from above that Tanaka and 
other MITI hardliners had in mind was ultimately not forthcoming, but justlike how 
“the Soviet-trained economy ofthe [German Democratic Republic], moving from one 
five-year plan to the next, can be conceived of as a late effect of Rathenau’s 
projects”,”93 Japan, Korea and China during and after WWII could also be viewed in 
such light. Nishihara should thus be remembered less as the implementer in any real 
sense of this system, and moreas a prophet of things to come - or more precisely, 
the Prometheus who first brought to Asia Rathenau’s technocratic economic 
planning mindset - something which Russia, Japan and South Korea progressively 
abandoned by the 1990s, but which is still very much alive in China, Vietnam and 


North Korea today. 
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5 Conclusions 


Iriye Akira [ATHE] observed that it wasn’t until after the First World War when 


“the assumptions and aspirations ofa new world order were taking hold of Japanese 


ys 
Ez 


consciousness”.’?4 Kayahara Kazan, [3/8211] a State Socialist, wrote that “Japanese 


expansion overseas should take a peaceful, industrial form [...] that an economic 
foreign policy would in fact pay and would not be incompatible with other objectives 
such as security, prestige and national identity.”79 In this sense, Nishihara’s Project 
for an East Asian Economic League was ahead of its time; this autarkic vision had 
been fuelled by a bureaucratically-driven developmentalist mindset, known to its 
proponents as State Socialism and to its detractors State Capitalism. Of course, aside 
from the rational calculation of the benefits that economic policies would have 
delivered, there also existed an intricate, parallel system of kickbacks, rebates and 
commissions which up to a certain extent informed the politicians ofthe desirability 
of their financial deals with foreign nations and local capitalists.”9° It is important to 
note where Nishihara’s funds have been diverted from their original uses, they were 
sometimes channelled into other economic concerns, for example into enterprises 
owned by Chinese politicians - the Lung-yen Iron Mine Company and the Gold City 
Bank being prominent examples - and this unwittingly, but ultimately did serve an 


objective economic good. 


The Pan-Asianism of Nishihara Kamezo also fundamentally diverged from its 
usual stereotype as a samurai, culturalist world view, one which masqueraded an 
ambition to somehow conquer the continent. Instead of having economic 
cooperation as an afterthought, as was usually the case, Nishihara’s unique formula 
of a materialistically, rather than culturally-based Pan-Asianism was inherently 
economically-rational. Nishihara saw, as many Japanese bureaucrats came to realise 
only after the Second World War, that “a range of what had formerly been 
considered domestic issues - employment and national welfare levels, for example 
- were becoming [...] international concerns. It could now be expected that 


extranational influences would be brought directly to bear on the management of 
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domestic economies.”79” Nishihara’s economic Pan-Asianism and his advocacies for 
internal reform, reflect a sort of developmentalism that became normative with the 
post-war rise of third-world-concerned developmental economists such as Gunnar 
Myrdal. His 1957 speech, Economic Nationalism and Internationalism, was an early 
attempt by a western economist to define a mindset that Nishihara and even 
Kayahara had in effect possessed in the 1910s. Myrdal, and Nishihara, proceeded 
from the basic question of what a richer country could do for its less privileged 
neighbours, and as a result shared similar assumptions; of particular note is how 
they agreed on the need to reshape opinion in the richer countries in order to create 
the conditions for the reshaping of institutions in these states, so that they would be 
better geared towards investing in underdeveloped ones - investment which 


became the basis of prosperity and security for the developed world - 


“the richer countries could afford to give the under-developed countries 
their chance to see their demands for economic development and greater 
economic quality realised. This is so if rational considerations were 
allowed to determine the issue. It could be done without impoverishing the 
richer countries. In fact, they would build firmer the basis not only for their 


political security but also for their further economic progress. 798 


Myrdal agrees that significant internal reform of the developed country would be 
necessary before it is in a position to provide developmental aid or investment, in 
a break from existing, extortionate modes - “The richer countries would then not 
have to give capital aid in larger quantities but in more regular forms. Much more 
important would be that they re-shaped their regular commercial and financial 
policies to agree better with the development interests of the poorer countries. It is 
my conviction that very broadly such reforms are in the common interest of us all 
- in the interest of the richer countries as well as of the poorer ones.” 799 And here 
Myrdal practically re-phrased Nishihara’s calculation that investment in, rather 
than the division of China, provides better benefits for Japan, and leads to an 


actively-maintained harmony - 


“if it could be demonstrated howin a “created harmony”, emanating froma 


purposive sequence of international compromise agreements, we all have 
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a true interest in each other’s advance, the political basis would be laid for 


concerted policy actions in the international field.” 800 


Myrdal notes, as Nishihara did, the limits to state autonomy, which must be 
expanded by co-opting popular attitudes in a proper direction conducive to 
cooperation; in a sense his is the vision of a policy-maker who would, rather than 
slavishly appease diplomatic populism, seek to counter and guide it; the inevitable 
logic is that, proceeding from state intervention in economics, some degree of state 
intervention, perhaps in as subtle a way as possible, would be required in terms of 
popular opinion; and indeed this is reflective of the 1950s approach to Cold War 


public relations - 


“Popular attitudes in all countries but particularly in the richer ones would 
need to be altered so as to support not only a larger and steadier flow of 
capital aid to the under-developed countries, but also radical changes in the 
richer countries’ ways of doing business or not doing business - with each 


other and, in particular, with the poorer countries.” 801 


Nishihara’s mode of thinking is in many ways more akin to post-war mainstream 


politics, as when he talks in terms of ‘productivity’ [4 ÆfE%] and ‘raising citizen’s 


incomes’, [HRE] terminology which became typical of Japanese political 


rhetoric in the 1950s and 60s, particularly under Ikeda Hayato. [Am5 A] Scott 
O’Bryan argues that “aggregative empirical methodologies reshaped postwar social 
science [and] bureaucrats and scholars transformed GNP from an obscure academic 
exercise into one of the key conceptual instruments by which macroeconomic 
growth was imagined and pursued.”8° But it was really Nishihara, with his 200 yen 
per capita target, who was the trailblazer of GNP-based economic thinking, which 
O’Bryan sees as the very essence of post-war economic thinking in Japan, and which 


ultimately spread to Korea in the 1960s and China in the 1980s. 


The Nishihara episode, and its ultimately abortive nature, left a rich but varied 
institutional and ideological legacy, and very complicated geopolitical consequences. 
In around 1912, China and Japan entered a ‘transitional period’ in internal 
governance and diplomacy, amidst the impasse of Imperialism and the decline of 
Imperial prestige at home. The European conflict was closely coupled to the 
800 Tbid., 50. Emphases mine. 
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emergence of Bolshevism, whilst it exacerbated the struggle within China and Japan 
for representative government and social reform. The formation of ‘transcendental’ 
non-partisan or single-party regimes, and the rise of State Socialist economic 
thinking, served both to co-opt such trends and to facilitate wartime mobilisation; 
this in turn contributed to efforts to increase state autonomy and directive power 
and bureaucratic expansion. Nishihara’s episode paved the way to a “political 
combination”, effective to different degrees in Japan, China and the Koreas later on 
in the 20th century, of the developmental state under a single dominant and long- 
governing party with an authoritarian-bureaucratic guided economy, supervised by 
a corpus of specialist-planners and state managers - what Samir Amin calls the 
“state bourgeoisie”. 803 In China’s case the Kuomintang and Communist-era 
technocratic corpus exhibited clear descent from Nishihara-era personnel centred 
on Ting Ven-kiang and Wong Wen-hao; the State Socialist/State Capitalist ambitions 
of China’s early Republican leaders finally blossomed after 1949. This is whilst in 
Japan, the descent of MITI’s staff and institutions from their origins in the Ministry 
of Commerce and Industry, the Cabinet Planning Board and Manchukuo, and the 
embedding of bureaucratic personnel within the private sector via amakudari were 
firmly established phenomena; the build-up and continuity of statist mobilisational 
methods continued well into the post-war phase of high-speed growth. In the Koreas 
too, experiences absorbed from Soviet and Nazi practices experimented in 
Manchukuo or in Ugaki Kazushige’s Colonial Korea were continued almost intact by 
the northern Kim Il-sung regime, and after a brief hiatus were re-enforced and 


expanded in the south by Park Chung-hee’s military regime, ultimately creating the 


so-called “Miracle on the Han River”. [251.4724] 


Such a political combination was at first difficult to put in place, with the setting 
up of the developmental-authoritarian system immediately forcing anti- 
establishmentarian revolt; this is partly responsible for the fall of Terauchi amidst 
nationwide rioting and a long civil war in China. In South Korea this resulted in 
decades of unrest leading to democratisation in the 1990s. In Japan, anti- 
establishmentarian social and student movements reached its height after 1960 and 
continued to be active through to the mid-1970s. For Japan, China and the Koreas, 
the implementation of developmentalism initially surpassed the actual political 


capacity of these governments, and state capacity had to be increased with the goal 
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being the implementation of a developmental system. As Beaseley judged, Japan in 
1917-8 could not offer the sort of assistance that Nishihara promised, and 
Nishihara’s proposed industrial rationalisation did not benefit from the extensive 
industrial cartelisation that preceded Rathenau’s rationalisation reforms. This is 
whilst for China, the ongoing civil conflict paralysed the economic endeavours of its 
leaders, however vigilant and visionary they were - as we have seen notably in the 
case of Liang Ch’i-ch’ao. Slow industrial development was in turn partly responsible 
for the failure of the Peking government to unify the country militarily, at a time 


when mobilisation should have been predicated upon a strong industrial base. 


How then, should we regard military leaders like Terauchi Masatake and Tuan 
Ch’i-jui? Were they no more than reactionary figures? A good point of comparison is 
with the military governing elite of “Dependent Developmental” states like Brazil in 


the 1960s-70s, as Peter Evans describes8 — 


“Military rule is [...] an apt choice because the dependent capitalist state, 
despite its disavowal of popular mobilisation, is likely to be nationalist. 
Like repression, nationalism is useful both in promoting accumulation and 
in maintaining order. Nationalism provides the ideological basis for giving 
priority to local accumulation and is therefore useful in arguments with 
multinationals. It provides a legitimation for the activities of the state 
bourgeoisie in the eyes of private capital. It is also the only basis on which 
the state can claim common ground with the mass of the population, 
especially as “developmentalist” promises of future rewards begin to lose 


their credence.” 


Nishihara obviously never suggested a workable accommodation with rising 
Chinese and Japanese nationalism, and his Chinese partners were too slow on the 
uptake with regards to rising nationalist and anti-Japanese sentiment after the 
Twenty-one Demands. Nor did Nishihara make a genuine attempt to connect with 
the general populace either in China and in Japan, to give them a vision - a taste of 
those developmentalist promises - apart from issuing his obscurely-written 
manifesto which fell like a rock to the bottom, producing few ripples in the process. 
This made it impossible for military rule to be legitimised in Japan and China and 


caused further difficulty in implementing a developmental authoritarian mode of 


804 Ibid., 49. 


LEUNG Early Developmentalist East Asia 227 


economic governance - one that would have delivered material liberty to its citizens. 
On the other hand, had Nishihara, Terauchi and Tuan succeeded, China would have 
become a largely Japanese-dependent developmental state, conditioned by its 
relation to the direction of the Japanese economy, and condemned to maintaining 
an authoritarian political system; the Anfu Club regime, with its conservative 
composition given the higher ratio of members with Mandarin-literati backgrounds, 
would have to be transformed into an industrial-embracing party that would either 
displace or co-opt the national bourgeoisie, and to be the embryo of a totalitarian 


state that offers support to mobilisation and the State Capitalist Trust - 


“The contradictions of dependent development are reflected in the 
paradoxical nature of the dependent capitalist state. It is a nationalist state 
whose strategy of accumulation is conditioned by its relation to the 
international economy and depends in the first instance on the 
cooperation of the multinational corporation. It is a state whose repressive 
protection of the interests of the dominant class is blatant, yet it excludes 
most of the national bourgeoisie from political participation just as it 
excludes the mass of the population. Nonetheless, despite or perhaps 
because of the contradictions it contains, the state has been a key 


instrument in fostering dependent development.” 805 


Was this necessarily a bad outcome for Japan and China? Dependent Development, 
as Peter Evans argues, is not a permanent situation, and provided that the Chinese 
state and national bourgeoisie maintained control over the resources and industrial 
facilities that were cooperating commercially with Japan, there would be hope that 
China could realistically lift itself from peripheral to semi-peripheral status - as in 
the case of Brazilian plantation companies buying up coffee processing concerns in 
the US; indeed this was what Nishihara reassured his Japanese readers not to be 
fearful of. Evans notes that in Dependent Developmental countries where strong 
nationalist political direction exists, there is usually pressure on foreign capital to 
collaborate with elite local capital engaged in producing manufactured or 
semimanufactured goods; ultimately, purchases of foreign capital goods, e.g. 


machinery would be seen by foreign enterprises as being more profitable than 
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purhcases of manufactured goods.8° This was the best deal that China could have 
had under contemporary circumstances, but it was predicated upon China becoming 


an able nation state that could set the terms of cooperation. 


On the other hand, Nishihara reminded Hara Takashi soon after the latter’s 
assumption of premiership that Japan was wholly dependent on Chinese raw 
materials and markets, and practically has no choice but to maintain close and 
friendly relations with China and to integrate itself with the continent.®°” This could 
be said to be Japan’s misfortune; many years later, finding itself sealed off from the 
continent by the Cold War, Japan would have to find a substitute in southeast Asia. 
To answer Gellner’s question as posed in the introduction, Japan as a nation state 
was never viable on its own as a unit of economic development; either it 
collaborated with the continental nations to obtain the resources and markets in a 
peaceful fashion, or it must, as many in Japan foresaw, obtain them by force, even if 
it had to result in the suffering of the Chinese. Under Terauchi Masatake, a 
realistically-minded military leader who understood the costs of war, there was 
genuine hope that the latter, destructive force could be held in check whilst enough 
political determination could be afforded to pursue the former, peaceful and 
mutualistic approach. This would be expensive in the short-term and was bound to 
arouse discontent in the west as well as amongst politicians like Hara, who thought 


of themselves as more practical and “international”. 


Yet Terauchi never managed to rein in the likes of Tanaka Gi’ichi who sabotaged 
Nishihara’s rapprochement right from the start. The fall of Terauchi and Tuan 
jeopardised the capacity of both countries to deal effectively with their diplomatic 
disputes, notably the Shantung Question; in the years leading to the Washington 
Conference the drive for popular representation became bonded with hard-line 
foreign policy. Failure to cooperate on equal terms when the opportunity came in 
the 1910s, would have disastrous consequences for both countries during much of 
the 20th century. The reversion to “Coordinated Diplomacy” by Hara Takashi’s 
government, which cut its aid to China for fear of antagonising the west, left Japan 


with few other means of managing developments on the continent, save for military 
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ones which Tanaka Gi’ichi desperately employed in the late 1920s. Tanaka’s 
successors, failing to see that such bluntness would be rejected even more violently 
by the west, deepened their mistake in China to international horror, and this 
slippery slope led to full scale Pacific War by 1941. Nishihara’s vision represented a 
viable alternative which the west would have been capable, in good time, of coming 
to terms with. However flawed and futile, Nishihara’s exploration of a non- 
aggressive path of Pan-Asian development, and to come up with an alternative to 
vicious competition between mutually-exclusive nation states, deserves to be 
rediscovered. It shows that developmentalism was not necessarily how it has been 
defined after WWII - a project contained within national borders - that there is a 
rich but obscured history in Asia of joint-efforts over regional economic cooperation, 
and that the State Socialist/State Capitalist developmental-authoritarianism phase 


was both necessary and notas monstrous as it would now seem. 


Nishihara’s case poses a fundamental challenge to the historiography of 


interwar Japanese Reformism, or Kakushinron [ # #F 3] which centres on extra- 


institutional movements in universities or amongst journalists and marginal 


politicians, as described in the book by Ito Takashi; [{F /#{#]8°8 this is despite 
Nishihara qualifying in every way to be seen as part of this extra-institutional 
reformist movement due to his friendship with leading reformist organisers such as 
Nakano Seigo and Nagajima Ryūji. Yet unlike the better-known State Socialists such 
as Ōkawa Shimei, Kita Ikki or Takabatake Motoyuki, who were politically active 
outside, and to some extent against the establishment, Nishihara Kamezo was 
already at the top, within the establishment. Had Terauchi stayed in power for longer, 
there was a genuine chance that he and Nishihara could have continued tendencies 
started by Katsura Taro, and made State Socialism and its radical reformist vision 


the blueprint of a new institutional and ideological state apparatus for Japan. 


The case of Nishihara also challenges the usual view that reform bureaucrats 


had obtained their source of inspiration from Total War Theory, or Soviet and Nazi 


practices. The origins of the term Controlled Economy or Tosei Keizai [Hi4] has 


usually been attributed to the right-wing economist Hijikata Seibi [ŁR] dating 


from the 1920s, or the right-wing philosopher Kanokogi Kazunobu, [ÆT Raš] one 


808 Ito, Takashi. [{##h#] Taishoki ‘Kakushin’ Ha no Seiritsu. (The Formation of the ‘Reformist’ 
Faction during the Taisho Era) | KEH | Æ% JARL] Tokyo : Hanawashobo, |13 =] 
1978/2005. 
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of the mentors of the Manchukuo reform bureaucrats and later Prime Minister of 
Japan, Kishi Nobusuke. [ff] Nishihara precedes them by almost one decade with 
his pleas for a controlled economy. (tosei-aru keizai) As this thesis has shown, the 
origins of statist, collectivist, industrialising reformism in Japan runs deep as an 
undercurrent that has existed since the mid-Meiji period with France 8 and 
Bismarckian Germany serving as the main inspiration. A link could be established, 
via Nishihara, to the statist economic bureaucrats of the 1880s-90s - Tomita 
Tetsunosuke, Oshima Sadamasu and Komuchi Tomotsune - and their struggle 
against the laissez-faire and privatisation policies of Matsukata Masayoshi. Between 
the reformism of the Meiji-era and the late-Taisho era, lies the influences of German 
Historical School economists Gustav von Schmoller and Adolph Wagner upon the 
Japanese Social Policy School (ie. the ASSP). The advocacies of Nishihara Kamezo 
were the tip of an iceberg of State Socialist thought in bureaucratic circles. State 
Socialism was a fact in Japanese politics during the last decade of Meiji’s reign, and 
the ASSP-Right’s ‘enlightened bureaucrats’, Soeda Ju ichiand Tajiri Inajiro, preached 
the necessity of further social reforms. Nishihara was no less influenced by these 
tendencies than by the WWI German mobilizational methods invented by Walther 
Rathenau. This is whilst the alternative Pan-Asianist stream that Nishihara 
represented was a peaceful, constructive undercurrent which depended, tragically, 
on statist (and thus, under contemporary circumstances, authoritarian) premises. 
Nishihara shows that such statist thinking needed not result in war and annihilation. 
Pan-Asianism, and indeed the Meiji model of Japanese development, could have on 


this occasion diverged from its militaristic conclusion. 


809 Kashima Shigeru’s biography of Shibusawa Eiichi is based on the argument that Shibusawa 
had been fundamentally influenced by the Saint-Simonian achievements that he saw in France 
as a member of a Bakufu delegation in 1867. Yet Kashima has not provided conclusive evidence 
of such influence. (See Kashima, Shigeru. [EX] Riben Shangye zhi Fu Seze Rongyi Zhuan (A 
Biography of Shibusawa Eiichi, Father of Japanese Commerce) | HÆ RRX Z INZ] Wang He 
Ef] and Chi Miao, [iti#%] trans. Hangzhou : Zhejiang University Press, 2014.) On the otherhand, 
the Ministry of Agriculture and Commerce bureaucrat Maeda Masana [jij HIE] studied 
agricultural economics for many years during the 1870s in France, and would not doubt have 
been exposed to Saint-Simonianism. Upon returning to Japan Maeda issued to important works 
on economic planning, the 1879 Aspects of Recommendations on Direct Trade [Hi BE DE] 
and 1884 Recommendations on the Reinvigoration of Industry [HH 5]; in the latter document, 
which was composed of 30 volumes of data collected of Japan’s agriculture and industry, Maeda 
argued that the priority should have been to promote and reorganise Japan’s cottage handicrafts 
industry and to boost exports, before returning to focusing on heavy industry. Maeda’s 
recommendations were at odds with the heavy industry line taken by Yamagata and Matsukata, 
and fell on deaf ears; but Maeda became a major influence upon Takahashi Korekiyo, | S16] 
who became Finance Ministerin the 1930s. See Smethurst, Takahashi Korekiyo. 
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It would therefore be difficult to call Nishihara’s State Socialism a purely right- 
wing ideology, even when acknowledging its establishmentarian credentials; yet it 
was left-wing only in the sense that Saint-Simonianism, which effectively became 
capitalist, could also be seen as left-wing. State Socialism, as it first appeared in 
Germany under Bismarck, and as employed in places like North Korea after 1945, 
was a form of governance that blended concessions to social and labour demands 
with a more efficient system of exploitation of manpower and resources. It was not 
an anti-establishmentarian strain of thought, although the implementation of State 
Socialism would have required revolutionary changes to political and economic 
institutions. Nishihara’s proposals for domestic change, which stopped short of full 
totalitarian control, implied a logic of positive liberty to free individuals socially and 
materially from the alienation, waste and futility of laissez-faire. Yet the increased 
state intervention implied by Nishihara’s economic transformation and forced 
redundancy of the existing commercial class, would have produced dissent the 
management of which would have necessitated totalitarian methods. To transform 
the industrial structure into one that could take up a non-zero-sum solution to 
Japan’s own economic and political security, in the place of arms expansion, the 
planned and forced obsolescence of war materiel, and invasion and plunder to avoid 
a Malthusian fate, would have required political will and institutional autonomy on 
a mammoth scale. State Socialism was, in short, the perfect ideology of a thorough 


“top-down revolution”. 


State Socialism deserves to be mentioned in the history of the Japanese Left as 
well as the Right, for it revealed the limits to the potential of the establishment to 
reinvent itself. The crux of this question is the notion of a “Social Monarchy”, which 
was thought possible by Walther Rathenau and surely also by Nishihara Kamezo. 
The idea of a “Social Monarchy” can be traced back to Henri de Saint-Simon, who 
argued that since the interests of the King and industry have historically been 
interconnected, the King should position himself as “Chief of the industrialist class”, 
rather than being content with leadership over the unproductive noblility; as such 
Saint-Simon praised no particular king in real life and in effect offered a veiled 
criticism of kings as they existed then in Europe, whilst avoiding the question that 


ran through the French Revolution and Napoleonic rule, of whether the Republic 
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was a superior form of government.810 Rathenau was similarly unconcerned with 
issues of polity; “as a second generation big industrialist” who nevertheless offered 
harsh “critique of hereditary wealth, crude materialism, and luxury consumption”, 
he showed “willingness to compromise with the existing system, declaring himself 
a monarchist despite all the system’s failings”.811 Rathenau also mirrored Nishihara 
with his conservative “plans for parliamentary reform, to be implemented only at 
the ‘right time’ and only in order to achieve limited goals”, something which Volkov 
notes damaged Rathenau’s credentials as a social critic. Rathenau’s “hopeful 
reliance [...]| on a vague spiritual revival rather than some form of practical 
institutional reform - all this may have seemed too much for his conservative 
colleagues and far too little for more outspoken liberals, not to mention the 
Socialists.”®12 For Nishihara however, establishing a ‘social monarchy’ through his 
much more concrete proposals for institutional reform, and ultimately leading to 
socio-spiritual revival, could have been a much more realistic prospect than in the 
case of Rathenau. Where Rathenau possessed the power to put forward detailed, 
practicable reform proposals and see to their implementation by his politically - 
important associates but utterly failed to do so, Nishihara, at a much more 
precarious political position, put forward a practicable vision of social 
reconstruction that could, with some fine tuning and the existence of the right 


political will, have arguably been pushed through - but it wasn’t. 


There were some very objective reasons to account for Nishihara’s failure at 
domestic reform. The war years had seen a remarkable growth in Japan of large 
scale firms.8!3 To Nishihara’s misfortune, the main pre-requisite to Rathenau’s 
success in creating the mobilised economy - being an intense phase of cartelisation 
in the Germany economy which created a highly centralised and hierarchically- 
organised industrial system - took place in Japan during the decade after Nishihara 
had published his 1918 manifesto; so did the decisive shift towards new leading 
sectors in heavy and chemical industries, which were naturally inclined towards 


monopolisation - 


810 Uchida, Yoshihiko. [ŠH] Nihon Shihon Shugi no Shis6zo (Imaginations of Japanese 
Capitalism) [HABA+SD BAK] Tokyo : Iwanami Books, [4)%#/5] 1967. 302-303, 306-307. 
811 Volkov, Rathenau, 156. 

812 Tbid., 156. 

813 Those capitalised at 1-5 million yen rose from 296 in 1914 to 1,611 in 1919, whilst those 
capitalised at more than 5 million yen rose from 62 to 368 in the same period. Yamamura, “The 
Japanese Economy”, 1911-1930”, 310. 
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“By 1929, the firms owned or controlled by the Mitsui, Mitsubishi, and 
Yasuda zaibatsu, along with the giant, nationally-owned Yawata, produced 
93.6 per cent of the total output of pig iron, 83.1 per cent of the steel and 
83.5 per cent of processed steel products. In the ammonium sulphate 
industry, the Mitsui and Mitsubishi firms by 1930 virtually divided the 
total output between them. In the cement industry, 83.1 per cent of the 
output was accounted for by eight firms under the control of Mitsui, 
Mitsubishi, and Asano-Yasuda zaibatsu. [...] In [the textile] industry too, 
the so-called Big Six, accounting for over 40 per cent of the total paid-in 
capital of the industry, emerged by the end of the 1920's to lead effectively 


organised cartels.”814 


Coal was cartelised in 1921; Silk and Artificial Fibre in 1927. “The number of major 
effective cartels doubled by 1931, and, together with minor cartels which were 
increasing in number after the mid-1920s, the industrial markets of Japan on the eve 
of the Manchurian invasion were dominated by cartels.”815 On the financial front, 
too, problems that confronted economic administrators at the time of Nishihara’s 
manifesto in 1918 with stagnant liquidity and the unviability of small Deposit Banks 
had been resolved during the 1920s under “a vigorous government p olicy to reduce 
the number of banks by eliminating weaker banks [which] had the effect of further 
establishing the supremacy of the zaibatsu banks”.81¢ Of the 395 banks disappeared 
between 1921-25, 276 were by merger; between 1926-30, double that figure - 831 
banks - disappeared, of which 589 were by merger.817 Zaibatsu banks, “for the first 
time in the 1920’s began to lend a large and increasingly significant amount of long- 
term capital to non-zaibatsu firms”, and by the mid-to-late-1920s had become “giant 
and efficient intermediaries for channelling capital to large industrial firms”.®18 This 
was whilst the active financial policies of Takahashi Korekiyo would attempt with 
some degree of success to resolve the problem of agricultural and cottage industry 
finance.819 These figures immediately explain the cold reception to Nishihara’s 


premature reform proposals at the time of their release as well as the relative ease 


814 Ibid., 312. 

815 Ibid., 312. 

816 Ibid., 315. 

817 Ibid., 314. 

818 Ibid., 315-316. 

819 Smethurst, Richard J. From Foot Soldier to Finance Minister: Takahashi Korekiyo, Japan’s 
Keynes. Cambridge, Massachusetts : Harvard University Press, 2009. 
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with which the Controlled Economy was finally established in the late 1930s with 


the outbreak of the Sino-Japanese War. 


Thus it can be argued that Nishihara’s State Socialism unwittingly fitted into the 
fatalistic logic towards Japan’s militaristic conclusion in the 1940s. Nishihara had 
supplied many of the policy tools for such mobilisation, and after all he never 
disagreed with the view of international competition coming from sources like 
Treitschke. Nishihara never repudiated imperialism, even though he criticised the 
military-orientated mode of economic development. Nishihara believed in a strong 
state and a paternalistic Empire that would act in the interests of its subjects; he 
advocated an economic system that would certainly have slid into, if not deliberately 
bringing about, State Monopoly Capitalism. Nishihara, furthermore, distrusted the 
commercial class and bourgeois culture, and was inspired by traditionalist values; 
with his State Socialist vision he pushed the boundaries of Neo-Confucian 
possibilities. Yet just as Janis Mimura would have argued, Nishihara and the history 
of how State Socialism took root in Japan challenges the usual view that Japanese 


totalitarianism was only a product of social reaction - 


“Both the Japanese and English language scholarship have primarily 
analyzed Japanese fascism within an interpretive framework that 
emphasizes Japan’s lack of modernity. Thus Japanese fascism is commonly 
identified with the romantic, premodern, irrational views of the radical 
right associated with Japanese agrarianism, ultranationalism, Japanism, and 
pan-Asianism. Its key representatives have been identified as right-wing 
activists such as Kita Ikki, Ōkawa Shūmei, and Nakano Seigo. Like the notion 
ofa German Sonderweg, Japan’s fascist route has been viewed asa deviation 
from the traditional Western path of modernization culminating in liberal 
capitalist democracy. According to this view, Japan’s modernization was 
incomplete because of its late development, weak bourgeois democracy, 
and authoritarian, backward-looking leaders. The Japanese historian 
Maruyama Masao argued that fascism originated in a reactionary 
movement from below and later took the form ofa military bureaucratic 


dictatorship from above.”820 


820 Janis Mimura, Planning for Empire. Ithaca and London : Cornell University Press, 2011. 4. 
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Given Japan’s long militaristic tradition and the sense of crisis felt by many in the 
army and elsewhere in the establishment, as well as the right-wing intelligentsia 
during the 1930s, State Socialism easily fitted into a paradigm where it 
complemented militarism to offer the delusion that a modern state-led economy 
free of capitalistic and feudalistic exploitation, and equipped at the same time with 
the elements of a welfare state, in addition to an expansionist policy that presented 
Japan with a new hinterland, offered the best form of “government by” and “for the 
people”. At the same time it would be the duty of the state to provide such welfare 
to the nation, and to eliminate the ‘economic parasites’, if it were to require such 
extraordinary sacrifices from the people. Such was the logic beneath the thinking of 


State Socialists like Kita Ikki and the Imperial Way Faction army officers. 


Civilian governments like the one headed by Inukai in 1932, when proposing 
Soviet-styled economic reform for Japan, thus played into the hands of the military. 
Although the overtly-Soviet name “Industrial Five Year Plan” was dropped with 
Inukai’s assassination in May 1932, the original aims of demolishing financial 
austerity were followed through by Takahashi’s financial expansionism, which 
would come to benefit none other the army which assassinated him in 1936. At the 
very least, Inukai’s death in 1932 meant that no political leader would henceforth 
dare to challenge the legitimacy of the Manchukuo project, and the budget must 
serve this new reality. State Socialism hence became firmly established in the 


Japanese political landscape. 


Was Nishihara Kamezo then the proponent of a ‘reactionary modernism’? 
This essay would much rather agree with Thomas Rohkramer’s conclusion that 
modernism was itself multi-faceted, and that one could argue that Nishihara had 
been a modernist. Rohkramer wrote that “[Jeffrey] Herf’s critique of Nazi 
‘reactionary modernism’ in fact “constructs and solvesa problem that does not exist. 
It is simply not strange or ‘paradoxical to reject the Enlightenment and embrace 
technology at the same time’,®2! but common practice in nineteenth-and twentieth- 
century Germany as well as in many other countries. Instrumental reason and 


technology are available for an endless number of different purposes.” 822 Nishihara, 


821 Herf Reactionary Modernism, 3. Quoted in Rohkramer, “Antimodernism”, 49; 

822 Ibid., 49. Rohkramer continues that “it is more convincing to argue that the stress on the non- 
modern character of National Socialism can serve to pull the sting out of all the Nazi crimes and 
belittle the dangerous aspects of modernity [...] Instead of distancing modernity from National 
Socialism, we should learn to accept that it was by no means a necessary, but was a possible 
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as we have seen, never opposed enlightenment values and supported industrialism 
and rationalisation to the end. He thus fails to qualify for the basics of ‘reactionary 


modernism’. Nishihara’s Neo-Confucian State Socialism was by all means modernist. 


OBR RK KK KK 


During the early 2010s, China was at an unprecedented peak of economic growth; 
the upsurge of Korea was also taken for granted, against the backdrop of an under - 
performing Japan governed by the Democratic Party, which began as a 


diplomatically reconciliatory administration that soon found itself co-opted by 


Senkaku/Diaoyu- [AL #)4 8] related populist nationalism. There were frequent 
appeals then in the Chinese and Korean press to a vaguely-defined “East Asian 


Commonwealth”. The works of the late Tokyo University Sinology professor 


Mizoguchi Yuzo, [3#C1f##=] became a common intellectual resource once translated 


into Chinese by East Asian Discourse theorists Sun Ge [x] and Zhao Jinghua. [iF 


ee 


| Mizoguchi’s original intentions were noble; in place of Fairbank’s Toynbee- 


inspired “impact-response” model, he argued that modern Asian problems have 
their roots in institutions that evolved slowly over long historical durations; and that, 
however drastic such changes might have seemed during the past two centuries, 
they could only have happened due to them being an adaptive response coming from 
within; this implied that such responses to impact were nothing more than 
extensions to the original institutional tendencies. Ultimately, when viewed in terms 
of a long duration, it was thought that the ‘leaps’ could not have altogether been as 
dramatic as they first seemed. Intellectuals from the Chinese New Left, notably Wang 


+ yop. 


Hui, [JH] attempted to erect an “East Asian Discourse” [ani 4t] which implied a 


social-scientific and political exceptionalism rooted in assumptions of long-term 
historical continuities.823 “Universal values”, they thought, were devoid of merit in 
assessing the progress, if not sheer success, of the vaguely defined “Chinese system”, 


otherwise known as the “all-nation model”. [HER] 


The logic of the “East Asian Discourse” inevitably leads to the notion that the 
legitimacy of the present Chinese regime must lie in it being the product ofa slow 


evolution of the ancient imperial meritocratic institutions, complete with their 


development within modernity. In that sense, National Socialism shows modernity’s most fatal 
potential.” (Ibid., 50.) 

823 This was a reaction particularly to the “universal values” of Liu Xiaobo’s Charter ’08, which 
the “New Left” attacked for being an attempt to transplant, yet again, an arbitrary western 
construction. 


LEUNG Early Developmentalist East Asia 237 


feudalistic, paternalistic tendencies - that is, if only one could readily accept the 
merits of these ancient institutions, and to immediately associate them with the 
‘spectacle’ of modern economic achievement. If one didn’t share these presumptions, 
then the same logic could be used to totally condemn the presentstate ofaffairs, with 
total disregard for what changes it had sustained historically - revolutionary 
changes which, until recent times, were commonsensical to regard as a source of 
pride. This is the worst form of Orientalism. To overcome it would require a more 
organic method of incorporating the external impact in the longitudinal view; and 
for a start, it would not make sense to ignore the fact that many aspects which 
distinguish the current Chinese system, including those which attract the greatest 
admiration or criticism, were hardly Chinese or Asian traditions, or even Communist 


creations. 


Central to the question is to discern the origins of the politico -economic model 
known as the “Beijing Consensus”, a developmental-authoritarian mix which is often 
taken as the essence of an “East Asian Model”. The enigmatic “Beijing Consensus’, 
and its equally-baffling caricatures, have of course been responsible for the whole 
spectrum of views that sees China in almost the same light as 19t century Prussia - 
being either the state that embodied progressive rationality, or the most dangerous 
and reactionary of them. This thesis has shown that such a politico-economic 
combination was anything but unique to China, or even Asia. Shaun Breslin’s 
intervention on the Beijing Consensus debate, where he wrote light-heartedly of a 
“neo-Listian developmental state with Chinese characteristics”, whilst admitting 
that “the model is in the eyes of the beholder”,®24 are especially enlightening in this 
regard. Whatis certain is that, if this “mix” is to be understood and critiqued properly, 
then what must precisely be avoided is exceptionalism in social scientific analysis; 
China’s practical differences with contemporary political systems are real and valid, 
but only by perceiving of such as differences in degree, can China be placed within a 
comparative context and better understood. Logically, the East Asian “politico - 
economic mix” should be compared not to currently-existing systems in the 
developed world, but to those which developed countries had gone through whilst 
at the developing stage.825 This was what Alexander Gerschenkron attempted when 


analysing in the 1950s-70s the Soviet Union, a country often incomprehensible in 


824 Breslin, “The ‘China model”, 1336 
825 Ibid., 1336 
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the eyes of the West, by constantly comparing it to mid-19t century France, 
Germany and the Austro-Hungarian Empire. It was a method which not only 
highlighted the homogeneities of social structure but showed them as in fact 
homologous - to show that there was a common ancestry of ideas and institutions. 


This was precisely what this thesis has done. 


Lo 


Korean scholar Paek Young-seo [xta] wrote in the book Thinking East Asia, 


[i465 cH] a historical critique of the Korean discourse on China and of Korea’s place 
in East Asian politics, that “The East Asian perspective is stranded at the level of the 
question being posed; it has yet to become systematic content. [...] Asia has not been 
able to grasp itself either as a regional hierarchy or as a concept of civilization, and 
to continue extending its discursive efforts systematically in such a direction.” 826 
The obvious question that arises is how the politico-economic system in modern 
East Asia could be grasped historically and systematically. The evolution ofthe inner 
regularities of the East Asian system was propelled not only by their internal motion 


but also by their catalysis of external inputs. Sun Ge noted her book Why must we 


talk about East Asia [RR EKn] that there is an urgency “To overcome the 


sort of empty rhetoric that asks whether East-Asia could become a Common Entity”, 
because the region has already been “connected together by tense relations, [and] 
what creates ties between them is much more than “cooperation” in the 
straightforward sense, but a far more complicated mechanism.” 827 If the end result 
of such interactions is the establishment of the politico-economic model 
characteristic to East Asia, what then comprises this interactive mechanism, and 


howis it positioned in the international context? 


The Sino/Korean-Japanese confrontation of the past century has lent itself to 
the unfortunate impression that such conflict had been perpetual. This thesis has 
demonstrated that the modernity of these countries was in fact co -constituted, 
rather than simply being defined against one another; and that the seeds of later 
discord were to be found in the limits of peaceful interaction. The thesis has shown 
that the politico-economic model adopted by these countries had branched off from 
similar European modes of industrial and social organisation. This thesis is a 


preliminary attempt at shedding light on the mechanisms of propagation of ideas 


826 Paek, Siang Dongya, 203. 
827 Sun, Ge. [k] Women Weishenme Yao Tan Dongya, (Why We Need to Talk About East Asia) 
[FRM BEETS] Beijing: Joint Publishing, | =If2/5] 2011. 58. 
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during the early phase of industrial globalisation, particularly the ideological and 
political devices through which the industrial capitalist mode of production, 
reproducing itself across borders, was then adapted to the rebellious needs of the 


economic periphery, and in the process inevitably acquired a statist tint. 


Authoritarian systems of economic development in East Asia, which at various 
stages, rejected laissez-faire capitalism - embracing Kozo Yamamura’s “Nonliberal 
Capitalism”828 by stressing on state intervention in traditional markets reluctant to 
industrialise - shared a common logic of positive freedom and material liberty with 
Japanese and Franco-German ancestry. Much of this took place long before 
Communist ideological intervention, and indeed it is necessary to show how 
remarkably little innovation there was in the Marxist movements of East Asia and 
even Soviet Russia; for many politico-economic institutions created by Marxist 
regimes, there was always a Statist or State Socialist inspired precedent, or at least 
a previous attempt with similar goals; this is despite proletarian revolutions, or 
administrative restructuring on Communist (ie. State Socialist) lines, usually being 
instrumental to provide the necessary state capacity to carry outsuch policies. Sadly 
for Nishihara, the realisation of statist economic planning in East Asia was only made 
possible by mobilisation for a Sino-Japanese war that should have been averted,829 
and then for the Cold War. What remains to be asked is why State Socialism blended 
so well with East Asian social traditions - if one wishes to avoid a reductionist 


explanation based exclusively on the role of tradition factors. 


Nishihara did leave, indirectly, adevelopmentalist legacy in post-war Japanese 


politics. His colleague and Secretary to the Minister of Finance during the drafting 


of the October 1918 Strategy for Economic State-Building, Tsushima Ju’ichi, D33 
—] was to remain influential in post-war politics and even assumed the Presidency 
of the Toky6 Olympics Committee in 1964. Tsushima was mentor to Ohira 


Masayoshi, [KFE] Prime Minister of Japan from 1978 to 1980, whose main 


source of political support in the Liberal Democratic Party was from the Kochikai 


faction [Kte] headed by Maeo Shigesaburo. [ij Eg] Maeo, who also hailed 


from the Tango-region in northern Kyoto, had during his youth been under 


828 Streeck & Yamamura, eds. Nonliberal Capitalism 

829 In Nishihara’s autobiography, first published in 1949, he described his anguish and regret 
that despite all of his efforts, Japan invaded China and turned fascist, which led to defeat and 
ruin. (Nishihara, Jiden, 278) 
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immense influence from Nishihara Kamezō.830 Ohira would have consulted Maeo 
on a range of policies, including what may perhaps be called Ohira’s greatest legacy 
- the Overseas Developmental Aid (ODA) loans to China under Deng Xiaoping. 
These funds supplied the initial capital for China’s economic reform and provided 
the west with an example of political confidence in China;8#! loans and aid flooded 
into China during the early 1980s, following the Japanese example. It could be 
argued of course that Japan was not alone in providing ODA, but the point is that 


Nishihara was nothing less than a trailblazer for this Japanese policy. 


The proof required to substantiate a direct link between Nishihara and the 
ODA project will be beyond the limits of this study. Yet such an argument may 
precisely be crucial to help Sino-Japanese historical reconciliation, for it provides 
mental resources for the reimagination of the constructive legacy of pre-1945 
Japan. It is the general impression that such reconciliation, or indeed calm 
reflection of Sino-Japanese history, has been hindered by the hijacking of pre-1945 
Japanese political history by the actions of its militaristic elite. Popular assumption 
is that somehow, Japanese aggression - Mukden in 1931, Marco Polo Bridge in 
1937 and Pearl Harbour in 1941 - had been fatalistically implied by the Meiji 
Restoration, or more specifically, by the political system prescribed by the Meiji 


elite. It is usually assumed that the only figures against military expansionism and 


ultimate war had been the interwar democrats like Ishibashi Tanzan [At ELL] 


who advocated against common sense for abandoning Japan’s imperial possessions. 
These people either didn't stand a chance or were eventually reminded of their 
inefficacy before being reluctantly co-opted at some point by the militarists. Far too 
often the annihilating defeat of 1945 has been implicitly assumed to be necessary 
to salvage Japan fromits obsessions since 1868 - a notion that many people in Japan, 
with good reason, find difficult to swallow. To conservative, right-wing Japanese 
audiences, justifying expansionism might seem necessary for any positive appraisal 


of Japan before 1945. The case of Nishihara shows otherwise - that a non- 


830 Confirmed by Nishihara Kamez6’s grandson, Nishihara Tadamasa, during an interviewon 25th 
January, 2018. 

831 Wang, Xinsheng. [#4] “Zhongguo de Gaige Kaifang yu Daping Zhengfang — Yi Diyici Riyuan 
Daikuan wei Zhongxin” (“China’s Reform and Opening Up and Ohira Masayoshi — Regarding the 
First Japanese Yen Loans”.) [FERHIER MARK PEF — UEH TARAH ù] Duili yu Gongeun 
de Lishi Renshi — Rizhong Guanxi 150 Nian (A Historical Understanding of Confrontation and 
Coexistence — 150 Years of Sino-Japanese Relations). [Tre AU break hiia 150 4] 
Liu, Jie and [275] Kawashima Shin, [J||E}H] eds. Beijing : Social Science Academic Press, ESF} 
EBS RAKE] 2015. 245-266. 
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militaristic conclusion was possible. To a Chinese audience all too willing to 
condemn everything in pre-1945 Japan, Nishihara’s example is a useful one to bear 


in mind, for it shows that only a small militarist section within the right-wing elite, 


represented by Tanaka Gi’ichi, Koiso Kuniaki and Nagata Tetsusan [KHR] were 


at fault; Japanese civilians suffered just as much from their recklessness. 


The efforts of Sun Ge and her team to introduce Japanese theorists to Chinese 
audiences has found some embarrassment when translating Takeuchi Yoshimi, [ff 


A 4 ] the post-war “high priest of Pan-Asianism”. Takeuchi, though himself 


representative of the pre-war generation of Sinophiles from the To’A Dobunkai [Kte 
Exe] tradition, maintained an outdated and warped view of Pan-Asianism in the 


form as it existed in the 1940s. As late as 1962 he wrote that whilst he understood 


invasion to be wrong, he missed the “sense of attachment” [#47 |g] that the Japanese 
felt with the Asian continent during the war, and said that Pan-Asianism had been 
the baby that was thrown out with the bathwater at the end of the war.®?2 Many of 
his more problematic essays have simply not been translated by Sun Ge’s team into 
Chinese, for they are of little help to historical reconciliation, and do not aide 
comprehension of the diversity and subtlety of Japanese thought. Nor do they 
provide a viable intellectual alternative to the dominant historical discourse which 
depicts the history of East Asian during the past two centuries as being one 
dominated by aggression, resistance and long-standing confrontation - something 
which Takeuchi attempts to gloss over with the “sense of attachment” that he, as a 
perpetrator and accomplice (having served briefly as a soldier) felt towards his 
victims. Unlike what Sun Ge had hoped, Takeuchi has in fact failed to provide mental 


resources, and hardly any compelling case, for historical reconciliation. 


Nishihara's episode on the other hand presents a clear case for real historical 
reconciliation. Although Nishihara’s reforms would have unwittingly contributed to 
a Hayek-styled, economically-dictated ‘path to serfdom’, his thoroughly modernist 
advocacies predicted many of the changes that would befall Asian countries during 


the 20 century andis a clear example of the co-constitution of East Asian modernity. 


832 Takeuchi Yoshimi, “Nihonjin no Ajia Kan” [HAA D7 Y 7 ği] in Takeuchi Yoshimi Zenshu, [ff 
AIEE] (Tokyo : Chikumashobo, 1981), 118-119. Quotedin Sun, Jiang. [I] “Zai Yazhou 
Chaoyue ‘Jindai’? — Yige Pipanxingde Huigu”, (Overcoming ‘Modernity’ in Asia? A Critical Review). 
[EM oe GY’ ?] In Jiangsu Shehui Kexue, DIARIES] 2016 (3), 165-171.166-167. Takeuchi 
maintained a strong anti-US stance that cleverly endeared him to the post-war Left, whilst 
insisting throughout the 1950s that the Tokyo Trials were “victor’s justice”. 
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Nishihara’s 1918 manifesto should be considered as an important work that forms 
a bridge between 19* century European statist industrialism - particularly German 
State Socialism - and what eventually became the “Beijing Consensus”, which in its 
presentformresembles the later phase of Saint-Simonianism. Admittedly, Nishihara 
never cut himself clean from imperialism; yet what should not be in doubt are 
Nishihara’s opposition to tactics of naked aggression and a military-dominated 
economic model, besides his credentials asa thinker of developmentalist-orientated 


diplomacy and social reform aimed at improving popular living standards. 


Nishihara did share certain similarities with Ishibashi Tanzan in that both of 
them advocated returning Japanese concessions in China to Chinese control, and 
admitted that Manchuria was to remain Chinese-dominated despite all the Japanese 
investment there.833 Yet Nishihara differed from Ishibashi in that, contrary to the 
latter, he did not advocate unilateral withdrawal from the continent, but instead, a 
re-entry into continental affairs on terms that would have been more advantageous 
and mutualistic for Japan’s continental partners. Such was in fact a much more 
responsible approach than Ishibashi’s to revamping Japan’s Continental Policy - 
something which the country could not avoid dealing with. Nishihara’s case has 
shown how the annexationist and internally-stifling designs of the militarists were 
far from universal even amongst the elite; the right-wing establishment stood an 
almost equal chance of being converted to his State Socialist, developmentalist China 
policy. The condemnation of the errors of the militarist section of right-wing 
ideology, in a discussion of pre-war Japan, need not be interpreted as, or much less 
expressed in terms of, aracially-prejudiced ‘anti-Japanese tirade’ of sorts. Hopefully, 
Nishihara’s unique example can serve as common ground for fruitful dialogue 


among people of different views, in an otherwise never-ending futile debate. 


833 Matsu’ura, Masataka. [WOH IE] ‘Dai To’A Senso’ wa Naze Okita no ka - Han’Ajia Shugi no Seiji 
Keizai Shi. [KRERP lZ EES ROD: LT Y 7 ERORCAR AE] Nagoya : Nagoya Daigaku 
Shuppankai, [Z TEAK Ž HERRA] 2010. 111-121. 
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Second Book: The Theory 
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Chapter XV: Nationality and the Economy of the 
Nation. 
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Chapter XXIX: The Industrial System (falsely Termed 
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Chapter XXXI: The System of Values of Exchange 
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Chapter XXXII: The System of Values of Exchange 
(continued)—Jean Baptiste Say and His School. 
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